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AN APPRAISAL OF CERTAIN CRITICISMS OF ADVERTISING 
By Frep E. CLark 
Northwestern Universit y 

The primary use of advertising is to sell and help sell goods and 
services. The immediate aims of those who advertise are to imcrease 
or create demand for a type of product or service, to direct the demand 
already existing for such a product or service to some particular 
brand, to divert demand from competitors and from other products, 
and to retain demand already realized. If these efforts are success 
ful, there will result, to the individual advertiser, a larger volume of 
business, higher prices, or market control (good-will), or two, or all 
of these may follow. These results are important to society for two 
reasons. In the first place, society is interested in the effectiveness 
and in the economy with which the individual business achieves its 
aims, for in a competitive industry that class of firms which produces 
and sells most economically will cause lower prices to prevail or will 
produce better products at a given price. In the second place, 
society is interested in the effects of advertising on other firms and on 
the buying public. There are thus two means of approach to an 
economic criticism of advertising. The first of these is to determine 
whether advertising is effective from the point of view of the individual 
entrepreneur; the second, is to determine whether the general economic 
results are desirable. 

There are five common criticisms of advertising: (1) It is expen- 
sive and socially wasteful. (2) It tends to emphasize the purely ac- 
quisitive features of business. (3) It tends toward the individualiza- 
tion of products, and so increases the cost of distribution. (4) It 
increases the demand for luxuries, variety, style, and creates fictitious 
values. And, finally, (5) the ineffectiveness of much advertising and 
the uncertainty concerning the results cause waste for the advertiser, 
and so cause waste to society. Each of these criticisms will be dis- 
cussed. 

1. Expense and Waste of Advertising.—There are current a num- 
ber of criticisms which assume that some or all of the expenditure for 
advertising is an economic waste. Some critics seem even to assum« 
that if advertising could be eliminated, the costs of distribution would 
be reduced by just that amount. Thus, if the annual advertising 
bill amounts to one billion dollars, it follows from such extreme 


‘Advertising is variously defined. I have considered it here as an attempt to sell 
by means of the printed word or picture, including the use of billboards and similar 
devices, and as distinguished from personal or oral salesmanship. I would also dis- 
tinguish advertising from the use of samples which may be used as adjuncts to either 
oral or personal sales methods. 
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for California citrus fruits, automobiles, typewriters, and adding 
machines would have been impossible but for advertising, and to the 
extent that the cost of distributing such products is greater because 
of the advertising used to obtain a larger volume of sales, it is correct 
to say that advertising has caused increased distribution costs. But 
we cannot conclude from this that it has made marketing less efficient. 
That depends on whether the additional variety and improved quality 
of products which are thus made available through regional special 
ization, and the reduced costs of production and the improved prod- 
ucts which may result from large-scale production—each made pos- 
sible by greater sales effort—more than offset the added cost of 
marketing. Concrete comparisons between the past and the present 
cannot be made, but at least we can agree that large sales volume is es 
sential to regional specialization and to large-scale production. And 
surely, if the combined results of modern methods of selling and pro 
ducing are not more economical than those of small-scale production, 
when accompanied by reduced costs of distribution, we are safe in as 
suming that, in those fields in which a competitive market is present, the 
competition of firms which do not advertise would drive the firms which 
do advertise from the market. 

Concerning the criticism that advertising is unnecessary and causes 
distribution costs to mount, we conclude then: (1) that, to the ex 
tent that advertising is due to competition, it must be charged to 
competition, and hence should be considered as one cost of the 
benefits we believe are derived therefrom. Competitive advertising 
leads to wasteful competition no more surely than do duplicate 
salesmanship, duplicate stores and delivery systems—unless, as will 
be suggested later, modern methods of merchandising, particularly as 
influenced by advertising, have changed the manifestations of compe 
tition to a type socially less efficient. And we also conclude (2) that, 
to the extent that advertising, as a necessary complement to the 
regional division of labor and large-scale production, has assisted in 
developing large markets, it has conveyed positive economic benefits.’ 

2. Acquisitive Features of Advertising—A second criticism of 
advertising is to the effect that an advertising campaign can only be 

*At this point, and throughout this discussion, it is important to recognize that 
much, perhaps most, criticism of advertising applies to all methods of selling 
Since it is the very essence of competition that there should be competitive selling, 
all such criticism really involves criticism of competition itself. But even though 
it may be true that any fundamental economic wastes in advertising are also found 
in personal salesmanship and in other manifestations of competitive selling, that is 
not a complete answer to the question we now raise. It does not excuse waste in 
pers any more than waste in advertising will excuse waste in personal 
salesmanship, unless that waste is due to the effect of some outside factor such 
as competition. But it does help us to a fairer frame of mind to recognize that even 


though waste accompanies the use of advertising, the advent of advertising has not 
caused such market waste. 
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influencing demand. The competitive regime which is emphasized 
in most discussions of economic theory is based on the idea that 
competition shall be expressed through price cutting (usually in 
a market place). Modern sales management, on the other hand, 
and particularly advertising, is based on the hope of demand develop- 
ment at a price (often throughout a market territory). That is, if 
goods do not sell in the desired volume, prices are not necessarily cut, 
rather an effort will be made to increase the demand at the 
price at which the supply was first offered. This type of sales 
effort has become particularly prevalent in the sale of staple com- 
modities, and it is effective in a competitive market only when goods 
are “individualized” through being “differentiated” from competing 
goods. But surely, “style,” “individuality,” and “appropriateness” 
are not necessary to the proper selection of most staple commodities. 
Yet we individualize them, and identify them, and so have “branded 
staples.” And many of these are products made to cater to basic 
needs, the satisfaction of which does not call for the kinds of basically 
non-essential differentiation which modern merchandising often calls 
to its assistance. That advertising has been the leading sales method 
used in the development of this tendency seems beyond dispute. 

But advertising has had a contrary effect as well. For while it 
is true that it has been an influence toward the multiplication of 
brands, particularly in the case of staple commodities, it is also true 
that it has been a potent factor in the development of broad markets 
for goods produced on a large scale and in specialized areas. It 
leads away from standardization within a commodity group, but 
increases the benefits from standardization by an individual producer.’ 
Here, as elsewhere, the impossibility of attributing certain industrial 
developments to any one cause makes a satisfactory conclusion 
impossible. Advertising does foster an unfortunate tendency for 
competition to lead to much unnecessary differentiation among prod- 
ucts. On the other hand, it is not the sole cause for this; and all 
agree that at least a certain variety is desirable. The trouble is that 
much of the variety achieved is of no real significance, it is merely to 
differentiate, not to improve nor to adapt to any fundamental differ- 
ences in basic demand. 


4. The Demand for Lururies; Fictitious Values.—Another criti- 
cism closely related to the last is to the effect that advertising has 
increased the demand for luxuries, variety, quality, service, and for 
products which are not necessary to the well-being of the consumer ; 


*An apparent exception is the advertising of farm associations which accom- 
panies the standardization of the advertised product among the growers. But 
this is really parallel to standardization by a factory. Each association tries to 
individualize the products of its members in the minds of prospective buyers. 
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efforts aim to make the consumer demand one vendor’s product rather 
than another’s. To the extent that such efforts are effective, they 
create economic values. In this connection, advertising is often 
criticized on the ground that goods can be “puffed” in such a way 
that the consumer thinks he is getting a better article than he 
really is. From the purely economic point of view, if he thinks he 
is getting the value, he is, and after all, perhaps his judgment is as 
good as that of the critic’s. But puffing of this kind is surely not 
confined to advertising. It is even more in evidence in oral selling, 
and there it is not curtailed by any ideals of honest advertising on 
the part of advertising associations, by any attempt on the part of 
magazines and newspapers to raise the level of advertising in their 
publications, nor by the fact that a printed advertisement remains 
as evidence against the vendor. In personal salesmanship “puffing” 
may be carried to the greatest extremes. The proponent of adver 
tising is, consequently, likely to say that the “puffing” manifested 
in advertising is a result of competition, and that if it is done more 
cheaply and effectively by “puffing” than by other methods there is, 
in this, even some gain. 

5. The Ineffectiveness and Uncertainty of Much Advertising.—The 
criticisms which have been appraised up to this point might be 
justified even though advertising were entirely effective from the 
point of view of those who advertise. The last criticism applies to 
advertising as a selling tool. It is claimed by many that advertising 
is an ineffective sales tool because of the uncertainty of the results 
accomplished. If this is true, it means, of course, that advertising 
may be, and probably much of it is, ineffective. This, like the others, 
is a criticism which is not confined to advertising, but it is particulariy 
applicable to it for the use of advertising is more intangible and the re- 
sults more difficult to measure than is the case with other methods of sell- 
ing. This is because most advertising is used to help salesmen, and so 
its results are felt only as the salesman achieves his aim more effectively. 
And, moreover, it is seldom that either the immediate or the long-time 
results of advertising can be measured with any degree of accuracy. 
This latter difficulty is especially evident in “good-will” advertising. 
We can gain a fairly definite idea of the effectiveness of the individual] 
salesman, since it is usually he who clinches the sale.’ But it is hard 
to estimate the results of the individual advertisement in a magazine, 
on a bill-board, in a street car, or even of much newspaper adver- 
tising. When advertising is increased, sales may increase; when it 
is decreased, sales may decline. But when sales do increase, it may 
not be due to the advertising; for often the result may just as well 


*Direct-by-mail and mail-order selling are, of course, less susceptible to this 
type of criticism. 
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only to the extent that consumers individually, through associative 
effort, or through governmental assistance, are able to judge between 
the important and the unimportant. Differentiation is an effective 
means of competition and if the consumer would protect himself he 
must be able to judge between the important and the unimportant 
differences which vendors stress in their sales arguments. 

4. Finally, much advertising is ineffective and unnecessarily ex- 
pensive, even from the point of view of the advertiser, because it is 
impossible to make satisfactory measurements of the absolute and 
comparative results which accrue from its use. This criticism rests 
on the fact that the effects of particular advertising efforts are hard 
to measure. Because of this no definite part of the total sales result 
can, as a rule, be attributed to advertising; and one combination of 
efforts is hard to compare with others which might have achieved the 
same ends at a lower cost. But this criticism applies to other sales 
methods as well, even though in smaller degree, and so it should not be 
used invidiously when applied to advertising. And, moreover, great 
improvement has been made at this point through the efforts of ad- 
vertisers and of students of advertising. But the ineffectiveness of 
much advertising, as of other sales methods, must be a continuing 
phenomenon, because the accurate measurement of results will con- 
tinue to be impossible. 
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Not always does this mean an increase of demand: 
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employed both privately and by the government to help achieve the 
object. In spite of this, I deny that the primary economic function of 
advertising is to stimulate or even control consumption. 
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felt or is easily recognized, the marketing difficulties are tremendous. 
Without advertising the work could scarcely be accomplished. The 
task is still going on with thousands of products that contribute to 
our material welfare through increasing our productive power or our 
comfort. The demand for them is not being created; it is being 
awakened, intensified, directed, and made articulate. 

However defined, the phrase “creating demand” does not truly 
represent the function of advertising. True, it is the most obvious 
effect, but we cannot afford to make the mistake of measuring mental 
forces merely by the physical reactions. We might as well say that 
the purpose of a medical course is to enable a man to pass the state 
examinations, as to say that the purpose of advertising is to make sales. 
When people know all about a product and its uses, and when the 
thought of it is dominant in their minds, naturally a certain percentage 
of them buy it. What effect has been experienced by those who do 
not buy is less easy to discover, but there is ample evidence of 
broadened knowledge, keener appreciation, and thoughts of health, 
cleanliness, family affection, as well as other distinctly social effects. 

Please do not think I am trying to minimize the effect information 
has upon demand. Cut out of our newspapers all the advertising 
for a week, and sales at all the stores drop perceptibly. Curtain 
their display windows and further loss is felt. Deprive the public 
of all kinds of information about things to buy, and trade stagnates. 
If sellers could not advertise to discover demand, consumers would 
have to advertise to discover supply. 

To a small extent consumers advertise now in the “Wants” columns. 
Large corporations make specifications and advertise for bids. This 


practice would be more general if consuming units could be as large 
and concentrated as producing units. But for obvious reasons, our 
general marketing system has been built up with the sellers undertaking 
the task of giving information. Nevertheless, we must not forget 
that advertising, like selling, is a double-ended service, and its necessary 
operations may be conducted by either party. 

Although the effects of advertising in bringing demand and supply 
together and in stimulating and controlling demand are to be regarded 
as economic by-products, they are not to be despised. There are 
many accompanying by-products which I have time only to mention. 

First is the stimulation of production, and more important its 
stabilization. 

Second is its stimulation of individual ambition and efficiency 
through raising living standards. This, I may suggest, is a by-product 
of all kinds of education, including college education. 

Third is its effects upon production economies through fostering 
large-scale concentrated industrial enterprises. These could hardly 
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kist advertising has done as much for the public as refrigerator cars. 
It is not so long ago that a new invention like the typewriter, or the 
telephone, or a new book, had to wait the recognition of some govern- 
ment or the patronage of some powerful citizen before it could benefit 
its creator or the public. Improved products of familiar kinds, like 
the proverbial “better mousetrap,” had to wait for the consumer to 
seek them out and then tell his friends about them. Today an inventor 
or an improver of a product recognizes that his work is only partly 
done when he has manufactured it, transported it, stored it, and put it 
in the hands of dealers. It is literally useless until the public knows 
of its existence and its merits. Advertising that transmits this 
knowledge adds an actual utility to the goods. 

Even the most uncompromising foes of advertising admit the eco 
nomic service of advertising that introduces a new and meritorious 
article to the public. They may admit also the services of adver- 
tising that teaches new uses for old articles. Their objections are 
most commonly directed against competitive advertising, prestige 
advertising, reminder advertising, and the total volume of all kinds 
of advertising used, of which they say only a small part is truly 
educational. 

One reason why it appears that only a small percentage of adver- 
tising is educational is that our view of it is individual. Perhaps only a 
few pages in a typical issue of a magazine tell you or me anything 
that we did not know before and wanted to know. But if we look at 
advertising from the point of view of its diversified audience we shall 
find that a large proportion of advertising is highly educational. In 
a typical recent issue of the Ladies Home Journal, which was analyzed 
by a group of graduate students in marketing, it was found that over 
40 per cent of the advertisements contained information of such 
service to women that it might have been placed in the editorial columns. 
It told her how to prepare better meals, how to arrange her kitchen, 
how to decorate her home, how to preserve her personal appearance, 
and how to protect the health of herself and her family. In many 
instances she could make use of the information without buying the 
advertiser’s product. When she is educated to a better knowledge of 
health and diet, or a keener appreciation of decorative art in the home, 
she has benefited immediately. Later the advertiser may profit also, 
if and when she buys his article. 

In this issue, 40 per cent more of the advertisements were classed as 
competitive, but they gave information that enabled the housewife to 
choose more wisely, with a clearer knowledge of the distinctive merits 
of specific brands. 

The remaining 20 per cent were classed as deficient in educational 
value, but in some instances the classification did them an injustice. 
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has informed them of some good book on economics and educated 
them to appreciate the benefits they may derive from reading it. 

It must be granted that competitive advertising has wastes, as does 
all competition. But the very nature of competition indicates that 
the wastes of advertising cannot be so great as those of any other 
method of competing, or that other methods would displace advertising. 
Considered at its worst, competitive advertising is one of the fairest 
forms of competition, for it is entirely in the open. 

To discuss prestige advertising that builds our faith in men and 
names would take more time than I have at my disposal, and also lead 
us into the field of psychology. It is true that a well-advertised 
branded article may sell at a higher price than an unknown article 
of the same intrinsic qualities. The consumer may pay $3 more for 
an advertised hat, for example, than for an unknown hat which a hat 
expert declares is equally good. But the average consumer is not a hat 
expert. Part of the $3 represents insurance against risk; part repre- 
sents added satisfaction in his purchase and added pride in himself. 
Advertising sometimes increases the psychical value of commodities, 
and in so doing increases their exchange value. In so far as prestige 
advertising has prolonged and intensified the consumer’s satisfaction, it 
has contributed something for which he ought to pay. 

In actual practice he does not pay the whole cost of this advertising, 
any more than of any other kind. Often prestige advertising aids in 
selling a whole line or family of articles—7, or 57, or 1,007 of them 
and may be a more economical method than any other. Quite as 
many articles are bought because of our faith in men as because of our 
faith in merchandise. And faith in the integrity of a manufacturer, 
with confidence in his merchandise, results from education. Prestige 
advertising includes some campaigns that are of the most distinct 
social service through the education they directly give. 

The volume of advertising today is indeed enormous. Its money 
cost is appalling, specially to those who look upon it as a tax upon 
the public purse. But the fact is that the greater part of this expense 
could not be saved. If we did not pay this amount out for adver 
tising we should pay out all or most of it for other items of production 
and marketing expense. Part would go for higher costs of production 
due to smaller scale enterprises. Part would go for added costs of 
personal salesmanship, by manufacturers, jobbers, and dealers. 
Part would go for increased time and effort by buyers. Part would 
go for greater losses through unsatisfactory goods and substitutes 
by unscrupulous dealers. Very likely these and other added costs 
would more than compensate for the cost of advertising. If they 
would not, then we must consider the remainder as the consumer’s 
payment for education—education that benefits the consumer, edu- 
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cation tl btain so cheaply in any other way and 
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One ol 1d t history of advertising is that in its 
early day inferior and spurious, while those who 
had more 1 ind services to be marketed were slowest to 
perceive t lcasting information about them. <Ad- 
vertising 1s a constructive force to be left to the 
quacks a1 [hose who have something to offer the 
public, wl ought to know about, are not doing their 

\ duty to tl public if they fail to make use of the most 


economica tting the information to a wide audience. 
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AN APPRAISAL OF THE PRESENT STATUS OF 
ADVERTISING 
By W. D. Moriarry 
University of Washington 


In any attempt to weigh with an even hand the advantages which 
accrue to the present order from advertising and the debits which 
should be charged to advertising on social and economic grounds, we 
may well first take account of the emotional bias with which most 
people approach the question. Even those who have no sympathy with 
the attacks upon the present economic order as a whole are sympa- 
thetic toward attacks made on the efficiency of the present marketing 
system, and those attacking the present economic order as a whole have 
not been slow to make the point of greatest sympathy the center of 
attack. In the last century the attack was primarily upon interest 
and profits, but after the present order had oriented itself to meet these 
attacks, and the nature and necessity of both interest and profits had 
not only become established in the minds of most of the less biased 
but had filtered down to the more emotional and less logical masses, 
it became necessary for those attacking the present order to find some 
point of attack which would appeal more to public sympathy. They 
found this in the marketing system because under rising costs of living 
they found people reverting to cost of production, including a reason- 
able profit, as a fair price, and having in the back of their minds the 
idea of manufacturing costs as a basis of this fair price, and with 
so little conception of the extent of the necessary costs of efficient mar 
keting that they felt sure there must be great wastes in marketing or 
exorbitant profits. 

This attitude of hostility on the part of many has been increased 
by the abuse showered on the present marketing system by those trying 
to organize codperative stores and coéperative selling organizations. 
Sometimes it is the honesty of those engaged in the marketing system 
that is impugned, sometimes it is the wastefulness of the system as a 
whole, a waste which they regard as inherent in the competitive regime, 
and doubly wasteful in the marketing phase of it. This attitude of 
hostility has been increased by the attempts of the government to aid 
the codperatives, attempts that have too often been made as part of a 
political rather than an economic system and at least too often en 
trusted to those not especially distinguished for their knowledge of 
efficient marketing processes. 

Many of the critics of the present marketing system, however, have 
no desire to supplant it. They feel that its shortcomings are many 
and needless, and that some of them ought to be remedied not by 
trust in long-time economic reactions but by pressure of public 


24 


opinion and, 
bias behind 
part of it, 
any show 
discov' re d i 
ination of t 
task of end 
It is not, 
of this pape! 
a whole, nor 
by some oth 
of advertisi! 
advertising ; 
marketing s) 
service must 
system. 
how we can i! 
good and ho 
There is 
the point of 
at this time 
has been re 
it is true by 
present econ 
the marketir 
necessary ext 
theories of 
hands of th 
could be used 
advertising 
keting syste! 
the wastes oO 
develop wast 
In attempt 
advertising a 
means of att 
general plan 


second, the 1 


third, how faz 


economic reg 


For purp¢ 
divided into 


4 


mic Associatton 


it whether or not there is emotional 
esent marketing system, or any 
utinize any criticism advanced with 
ial workings. Every real defect 
in be remedied; but a critical exam- 
essential if we are to take up the 


er sees it, within the proper scope 
of the present marketing system as 
ll be supplanted, in whole or part, 

is to deal with the present status 
remedies for the shortcomings of 
is so integral a part of the present 
advertising which is apt to be of 
nections under the present marketing 
uch a critique must be to show us 

idvertising for economic and social 


such a critique of advertising from 


heory may be especially serviceable 
ars the whole subject of marketing 


4 


tention from economists, largely 
1s a necessary integral part of the 
rily because with the development of 


omic analysis was essential as a 


f economics. The development of 
other hand been primarily in the 
ymies, and such of these theories as 
been seized on and exploited until 
same type of attack as the mar- 
one of the especial evidences of 
m and one of the means used to 


cy 


gitimate criticisms directed against 


nst them its legitimate functions as a 


al, this brief critique will follow the 


th 


e present status of advertising, 
tend to make it more efficient and, 
should be called on to supplement 


tus of Advertising 


economic status, advertising may be 
(1) advertising in which all concerned 


in 
p 
al 
Ww 
a 
Ww 
1] 
u 
a 
( 
t 


An Appraisal of the Present Status of Advertising 25 


in the process in which it is used regard their part in the advertising 
process as a legitimate factor used legitimately for legitimate ends, 
and (2) advertising in which either the seller of advertising or the 
user of it is using it for desired results without strict regard for the 
welfare of the other parties to the process, the consumer being regarded 
as being included in the process. 

In this second type of advertising we find those flagrant abuses 
which are most frequently cited, for there is a great deal of advertis- 
ing which falls short of economic justification because of dishonest 
use or inefficiency so gross as to constitute grounds for indictment on 
sheer waste. Roughly speaking this type may be divided into three 
classes: (1) where those paid for the advertising are victimizing the 
advertiser, (2) where the advertiser is victimizing the consumer, and 
(3) where advertising is used for political purposes or for raising 
money for unjustifiable ends. Let us consider these in order. 

1. The buyer of advertising often knows so little about it that 
the unscrupulous are often able to sell him advertising which is below 
economic justification. It is so hard for the unskilled to measure or 
estimate the effects of advertising, and the success of the marketing 
process depends on so many factors, that a man may even pay for 
inferior and wasteful advertising and be highly pleased with it. The 
worst offenders in this respect are the irresponsible advertising agencies, 
first, those so lacking in skill that they cannot do efficient work, and 
second, those who deliberately or because of poor judgment oversell 
the prospect or sell him a type he ought not to use. The unscrupu- 
lous sellers of space for newspapers are a close second in this respect, 
and the practices of many newspapers in getting out special editions 
and practically forcing their advertisers to use space far beyond the 
cost burden under pretense that the extra costs are so great that all 
the advertising padding is necessary is just another illegitimate selling 
device. How much of the burden of guilt for its wasteful and dis- 
honest uses ought in fairness to be charged against advertising, and 
how much to the incompetent and dishonest who make use of it is an 
open question, but public sentiment will continue to condemn adver- 
tising on just such grounds, and those who wish to reéstablish adver- 
tising in the eyes of such people must help reduce these wastes. 

2. There is still a great deal of unscrupulous advertising as part 
of unscrupulous selling processes. This is not confined to merchandis- 
ing misrepresentation but extends to all selling processes in which ad- 
vertising can be effectively utilized. Advertising is a tool that lends 
itself with marked adaptability to either nefarious or legitimate pur- 
poses. It is no defense of advertising to ask whether by its very 
nature it lends itself best to legitimate uses, nor to insist that its 
true nature is best shown by the fact that it is used chiefly by legitimate 
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to restrict not only the illegitimate use of advertising but all such 
illegitimate processes. For they recognize that legitimate advertising 
and legitimate business are unfairly hampered by adverse public opin- 
ion induced by illegitimate business as well as by the amount of pur 
chasing power diverted from legitimate business by all such illegitimate © 
processes. But whatever the attitude of the defenders of advertising 
toward the responsibility of advertising as a whole for its use in 
illegitimate processes, they must face the responsibility for the short 
comings of advertising in legitimate processes where an attempt is 
being made to use it as a means of increasing business efficiency for 
legitimate ends. 

When used in legitimate business and for legitimate ends, advertising 
is responsible, just like any other factor, to any tests of economic 
efficiency which can be applied to any case in point. Three tests will be 
considered here, primarily as tests of economic efficiency of adver- 
tising in present-day well-intentioned advertising practice. 

1. Does advertising increase the total value product by more 

than the advertising costs? 

(a) Does it so increase total utilitv per dollar cost to the 
consumer, either by increasing utility or decreasing 
cost? 

(b) Does it so increase total value per dollar cost to the 
producer? 

2. Is the advertising actually bought utilized to the best ad- 
vantage, or does the buyer allow easily utilizable by-products 
to go to waste? 

3. Does it increase the value product as much as the same 
amount, or less, spent in more intelligent advertising? 

In applying these tests it will be first necessary to assume some 
reasonable standard of efficiency. Certainly the minimum which we 
can accept is the standard of efficiency in the given marketing field as 
judged by the efficiency of other factors; and the responsibility of ad 
vertising as a motivating force may well be held a just ground for 
insisting that reasonably effective advertising must increase the effi 
ciency of the process in which it is employed by somewhat more than 
the normal profit rate in that field. 

From the first test, it seems to the writer, advertising on the whole 
emerges rather distinctly triumphant. Even without in any way 
minimizing the wastes due to unskilful though well-intentioned adver 
tising, the fact that practically no well-managed marketing or mer 
chandising concern attempts to get along without it is prima facie 
evidence that under proper management advertising does produce 
value returns beyond its costs. We need not take up here the ways in 
which advertising, when properly used, increases volume and so de- 
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functions of advertising in the whole process of production, manu 
facturing as well as marketing and merchandising. “argely because 
such advertising has been primarily directed by competent managers 
and more especially by competent advertising agencies, the advertising 
of manufacturers has been more intelligently utilized to secure coép 
eration all down the line; but in most merchandising, even in the larger 
stores, the partial utilization of the advertising directed at the con 
sumer is an amazing waste. The fact that it pays more than it costs 
is only a partial justification ; the fact that it might pay still more with 
proper utilization is a legitimate charge of inefficiency. This waste is 
due in part to the fact that the technique of its utilization has not yet 
been developed, but it is due largely to the fact that even progressive 
merchants often fail to realize that the most important function of | 
such advertising is so to stimulate their own sales force in knowledge 
and interest that their sales efficiency will be increased. 

It is hard to measure accurately what the trend is in respect to 
this fuller utilization of advertising. In most stores its proper utiliza 
tion would almost require a reorganization of the recognized functions 
of advertising, extending the functions of advertising control in large 
measure over the sales force, and requiring in many cases a type of ex 
ecutive ability for the advertising manager which the present managers 
do not now possess. With all due acknowledgment of the services of 
journalism and psychology in the development of advertising efficiency, 
this narrowing of the functions of advertising to influence the con- 
sumer is one of the penalties advertising is paying for having been 
developed under journalistic and psyc.ological analysis rather than 
under the primary guidance of economic analysis. In fact, the econ- 
omist who has held himself somewhat disdainfully aloof from ad 
vertising problems may well recognize that many of the shortcomings 
of present-day advertising are due to the failure of economics to pro 
vide an adequate background of theory for advertising practice. The 
practical business man is eager to follow whatever will bring him the 
best results, but with most trained advertising men possessing a jour- 
nalistic or psychological point of view it is not going to be easy for 
economics to establish its ascendancy in this field. 

Hasty application of economic doctrine will not aid much in this 
phase of the problem. For instance, whatever importance may be 
attached elsewhere to the theory that the marginal product may 
economically be attributed to the last addition of the changing factor, 
and so be paid, that factor is subversive of all sound advertising prac- 
tice and all proper economic analysis. This results in part from the 
nature of the advertising process. In the first place, a change in 
advertising budgets cannot be by infinitesimal driblets; a very sub- 
stantial change is essential. Then, too, measuring results may in part 
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The third test proposed is whether the advertising actually used 
increases the value product as much as the same amount, or less, spent 
in more intelligent advertising which is open for purchase by the ad- 
vertiser. Here it seems to the writer that many advertisers have 
much to learn from very simple applications of the law of diminishing 
returns, the term being used in the Ricardian sense, not in the loose 
sense of increasing cost. Where the factors are divisible, or where 
the changing factor can be adapted to the more fixed factors unham 
pered by limits on the product desired, all intelligent production is 
carried on in the stage of diminishing returns, and generally some 
considerable distance beyond the point of diminishing returns. Yet 
the elements of advertising are so often combined in such flagrant 
violation of this principle as to constitute a legitimate charge of in- 
excusable economic waste. The merchant who buys costly space and 
spends so little in filling it that he does not get maximum results per 
dollar cost of his advertising total is the most evident offender; but 
even the larger stores, which pride themselves on their advertising man- 
ager and the excellence of their advertisements, are almost as woeful 
wasters when they fail to go to the slightly added expense necessary to 
secure by the codperation of their sales force a more perfect incorpora 
tion of their advertising into their sales process as a whole. For the 
most fruitful third of advertising for a merchant may be the stimu- 
lation of his sales force, and the advertising management which cannot 
get the sales force to codperate intelligently in pushing the goods adver- 
tised, or the other goods which advertising policy has determined 
should be sold, is much short of reasonable efficiency. 


The Marketing Forces That Tend To Make Advertising More 
Efficient 

Advertising is not to be judged alone by its present status, how- 
ever, but also by to what extent it is ridding itself of its present 
shortcomings and developing greater economic efficiency; and especial 
stress may well be laid on the extent to which the marketing forces and 
advertising itself must be given the credit for supplying the remedies. 
And though without doubt stimulated by criticism, even by evidently 
hostile and sometimes unintelligent criticism, the more evident and 
more successful remedies are coming from the marketing system itself, 
first, through its efforts to secure the most efficient results from its own 
advertising, and second, through its efforts to restrict the illegitimate 
uses of advertising on the part of others. 

In the first place, advertising is increasing in efficiency through 
the efforts of the marketing system to develop still further a factor 
which is essential to even moderate success in the marketing and mer- 
chandising field. Improvement is not so rapid as it might be if the 
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whether they serve legitimate marketing needs or merely prey upon the 
social income. 

The organization of the Associated Advertising Clubs and Better 
Business Bureaus are signal illustrations of how advertising is im 
proving under stress of marketing forces themselves. These organ- 
izations bring the pressure of organized legitimate business to bear 
upon all forms of illegitimate business but especially upon the illegiti 
mate uses of advertising because the advertising is open to more ex 
plicit inspection than any other phase of the marketing process. It 
is also noteworthy that the reputable advocates of advertising are un 
willing to accept as a reasonable standard of honesty in advertising the 
average standard of salesmanship. Salesmanship is so often the un 
known methods of a subordinate, so often the thirst for triumph in 
the battle of wits, so often unscrupulous effort to pad the sales sheet ; 
but advertising can make no such excuses, and seeks to make none. 
It is the published statement of an authority and is open to inspection 
by central authority and by competitors. It is deliberate, responsible. 
There may be some excuse for the spontaneous or uncontrollable 
atrocities of the trenches, but there is none for the planned atrocities 
of the staff. 

The higher class advertising agency is another force which is com- 
pelling higher standards of advertising. Its influence is felt primar 
ily in two ways, first, in educating business men as to the function of 
advertising in their business through bringing to bear upon each busi 
ness the methods proved effective in both similar and widely dissimilar 
fields, and second, in contributing to the marketing process one of its 
most constructive and money saving methods, the marketing analysis 
which precedes the advertising campaign. So much progress has also 
been made by many advertising medjums in closing their columns to 
questionable advertising that their attempt to clear their columns of 
such advertising as a means of making them more attractive to legiti 
mate advertising should also be given place with the other marketing 
reactions which are tending to clear advertising of many of its ob 
jectionable features. 


How Far Should the Political Principle be Called on to Supplement 
Economic Regulation? 


This question naturally falls under three heads: (1) How far should 
legislation be called on to protect the consumer? (2) How far 
should it be called on to protect the user of advertising? (3) How 
far should it be called on to protect the legitimate producer of adver- 
tising from illegitimate competition? In the opinion of the writer, the 
chief dependence for the improvement of advertising must come from 
the advertising forces themselves, and most effective legislation will 
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made of advertising. Blue sky laws are enacted upon the demand 
of legitimate business, and better business bureaus do most of their 
effective work on complaint of legitimate business rather than on com 
plaint of the customer. In short, so far as advertising is concerned, 
the political principle is generally invoked only by the economic prin 
ciple working out through intelligent self-interest of legitimate business. 

As to whether the legitimate producers of advertising should b« 
given any protection by law beyond that now afforded them, this also 
may well await the concerted demand of this group. It is true that 
some plea could be made for explicitly legalizing and standardizing the 
status of competent advertising agencies, in view of the large number 
of agencies that are continually being formed by incompetent men who 
pose as business doctors, waste the money of their clients, and bring 
legitimate agencies into disrepute. Why not standardize the require 
ments as we do for medicine and law, and even for teachers, and protect 
the unwary business man from the results of his poor judgment in this 
elusive field and being victimized by advertising quacks? ‘The answer 
seems to be that there is no general demand from legitimate agencies 
for such a law, and that business men who are poor buyers of adver 
tising must pay the penalty, just as they must when they are poor 
buyers of anything else. 

To summarize the general situation, there is still considerable ad 
vertising that is clearly of the illegitimate type, a menace to the con 
sumer, to the buyer of advertising, and to the legitimate producers 
of advertising; but the amount of this seems to be being reduced at a 
reasonably satisfactory rate. There is, however, a considerable amount 
of advertising which is much less effective than its complete economic 
justification requires, and not all of it is being improved at a 
satisfactory rate. In the advertising of manufacturers the need of 
developing the codperation of their own sales forces, the codperation 
of their distributing channels, and the codperation of the ultimate 
buyer has forced the complexity of the true functions of advertising 
upon those who control advertising policies, and in this field adver 
tising has, in the main, reached a standard of efficiency which will 
compare more than favorably with the efficiency of other marketing 
forces. In merchandising, however, the advertiser has much to learn 
about the proper functions of advertising and the proper relation of 
space and other costs before his advertising will stand up under any 
critical scrutiny as producing as effectively as it ought for the money 
expended upon it. 
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000, for private houses. In 1914 the new private house square foot 
age was 21,000,000 and apartment houses 16,000,000. 

In Chicago, last year the new apartment house square footage was a 
little short of 19,000,000 as compared with 4,000,000 for private houses. 
These figures compare with about 6,000,000 each for private houses and for 
apartments in 1914. 

In Boston, the new square footage of apartment houses last year was 
about 3,000,000, which was about 10 times the figure for 1914, and even 
Philadelphia, which has been the last of the larger cities to yield to apart- 
ment-house life, last year built nearly a million square feet of apartment 
houses, while the private house square footage was about 9,000,000, a 
shrinkage of 3,000,000 as compared with 1914. 

The significance of this increase in apartment-house life in the large 
cities from a consumption point of view is difficult to measure in all its 
aspects. In the matter of food alone, it seriously affects purchasing habits 
because of the great reduction in storage space and in the greater de- 
pendence on readily prepared foods. Similarly, the purchases of the flat 
dweller are on a modified basis for clothes, furnishings, and every type of 
consumers’ goods. 

Another change in living conditions which has developed with great 
rapidity (and which may be intimately associated with both of these, pre- 
viously mentioned) is the great increase in the use of electric household 
appliances. 

The number of wired homes has increased at the rate of about a million 
1 year for the past 5 years. The indications are that nearly half of the 
homes of the country now have electricity. Over $13,000,000 worth of 
electric wiring materials were placed in new homes and apartments last 
year and the sale of electric household equipment has been very large and 
has increased month by month. 

Electric washing machines now are sold at the rate of about 600,000 
machines per year, valued at $75,000,000. Vacuum cleaners sell at the 
rate of about 1,000,000 machines a year, valued at $50,000,000. Electric 
irons, toasters, ranges, fans, and heaters all are in common us<« 

The outlay in the way of capital equipment in a moderately well-fitted 
home today (if we include electric appliances, kitchen cabinets, piano 
players, phonographs, radios, and automobiles) is not incomparable with 
what a few years ago would represent the price of a house 

These three changes in conditions of consumption by no means complete 
the list. The cheap automobile and the paved country road in effect have 
moved millions of farmers into the suburbs of their nearby trading centers. 
The figures of 13,000,000 passenger automobiles, registered in this coun 
try, are nearly twice the number of federal income tax payers. The tele 
phone has removed from retail buying many of its former restrictions. 
The wide circulation of magazines has made common to even remote places 
the knowledge about new offerings in the consumers’ goods markets for 
merly restricted to the large centers of population. 

All of these changes reflect different aspects of the growing complexity 


of domestic life. An increasing variety of consumers’ purchases must 


+ 

r 

i 


38 


be made 
make it i 
condition, 
cealment 
hand, it 
the produ 
So far 
for the situ 
competitio1 
the consum 
on the part 
merchandis 
In other 
the utility 
continued 
with the q 


Morris 
if I unders 


cussed. 


control by 
nique that 
technique 
technique 
of the tecl 


could the st 


employ ad 
our school 
education 
must be 
weight to t 
spirit. 


Professo1 


the argume 
production 
technique 

manufactur 
formationa 
it makes f 
the techniq 
(2) The s 
Soup was 

advertising 
vertise. Bb 
forms of c 
by advertis 


Professor 


tising chic 


Economic Association 


greater number under circumstances which 
real knowledge of intrinsic values. This 

nds to increase the opportunity for the con- 

r low values in merchandise, while on the other 
ndence of the consumer upon the integrity of 


ls are concerned, the most promising solution 
these changes in consumption is to encourage 
wn price levels for those commodities which 
ently. The corollary of this is the obligation 
to assume responsibility for the quality of his 


ese changes in consumption tend to enhance 
identified by its maker, who thereby stakes his 
ducer on his ability to keep the public satisfied 
the prices he charges. 
ebate this has been rather one-sided. And 
ightly the major issue has been scarcely dis- 
to be the question of the desirability of the 
of the educational and informational tech- 
sing, and not the question of the merits of the 
heard a good deal about advertising as a 
nal contact. The alternative forms of control 
ing have hardly been mentioned. How far 
sociation, or perhaps a consumers’ organization 
for distributing market information? Could 
this technique as an extension service for the 
Surely some such alternative controls as these 
ense of proportion that does not give undue 
the question is to be treated in a truly scientific 


ad 
igi 


Professor Clark appear to offer two forms of 
ng decreases unit cost by increasing the scale of 
ile production and wide markets necessitate a 
arket information and a means of holding the 
» quality; advertising is a more economical in- 
personal contact, and where goods are branded 
sibility. So long as the question of control of 

l, I think no one will gainsay the argument. 

argument urges that the cost of Campbell's 
ised sales. It shows that with the control of 


left to private enterprise it may pay to ad- 


hing as to the relative merits of this and other 


vernment dissemination of market information 


1 Professor Hotchkiss appear to judge adver- 
on business profits. In Professor Moriarty’s 


= 
ter 
cos 
is ] 
tra 
kis 
tis) 
att 
nes 
du 
wa 
ma 
me 
wh 
que 
sul 
sti 
the 
lik 
the 
dit 
agi 
the 
du 
I 
de: 
est 
do 
to1 
tio 
co) 
mt 
tic 
m: 
ce 
an 
pr 
ve 
ad 
pr 
ho 


The Economics of Advertising—Discussion 39 


terms his criterion is efficiency at adding more to value product than to 
cost. And value product minus cost, I take it, equals (excess?) profit. It 
is presumably assumed that the pursuit of profits is a policy that conduces 
to the common welfare in the field of sales effort, as well as in physically 
transforming, transporting, or storing the product. Thus Professor Hotch- 
kiss tells us that the nature of competition indicates that the wastes of adver 
tising are less than those of other methods. Professor Moriarty has called 
attention to the need for legitimacy as a criterion to supplement profitable- 
ness. This raises the question as to how far the profit incentive does con 
duce to the common welfare, but when the question is formulated in this 
way the difficulty of defining legitimacy makes one’s answer largely a 
matter of taste. 

Professor Clark’s criteria are less simple. His consideration of the 
merits of service rendered involves the question as to whether the desires 
which advertising creates are good, and he thinks this not an economic 
question. His statement with respect to cost that advertising is usually a 
substitute for personal contact and not additional sales effort needs further 
qualification. As a technique it is doubtless to ‘be regarded as a sub 
stitute, but the proposition that it is not additional sales effort involves 
the question of control. If competitive control of such techniques works 
like competitive armaments, either for competition with other brands or for 
that with other commodities, it may be that advertising is just an ad 
ditional field in which sales effort is necessary in order to sustain demand 
against competing sales effort. 

Economic theory has been able to show by assuming certain conditions 
that the private profits of competing enterprises are a good policy for in 
dustry and trade from the point of view of the common welfare. But as 
I shall try to point out in a moment the very existence of advertising evi 
dences the absence of the conditions which economic theory has used to 
establish this proposition. If these conditions are absent, it will hardly 
do to assume that competitive profit to the manufacturer is a satisfac 
tory incentive payment to insure his providing adequate market informa 
tion and a proper education of the consumer. 

Professor Clark’s assertion that criticism of sales effort is criticism of 
competition itself raises a further difficulty. To establish this point he 
must show that the control of techniques for distributing market informa- 
tion and educating the consumer cannot be made non-competitive without 
making also non-competitive the control of the physical productive pro 
cesses of changing the time, place, or form of goods. If he can do this, 
and if the satisfactoriness of the profit incentive in the field of physical 
production depends upon conditions which are shown to be absent by the 
very existence of advertising, then the entire control of industry is brought 
into question. On the other hand, if the control of such techniques as 
advertising can be separated from the control of the physical processes of 
production, and if we desire to keep the latter competitive, it is questionable 
how far we can afford to keep our present system of competitive control in 
marketing. 

But what are these conditions which have been used to show the ad 
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Hence it may pay the manufacturer to use it in educating the consumer 
in wasteful and extravagant consumption of his product. Thus the profit 
incentive encourages attempts to produce the obsolescense of products so 
that they will be discarded before they are physically worn out and to 
develop the mores of competitive consumption. 

Professor Hotchkiss has emphasized the difficulty of cultivating desires. 
No teacher would think education easy, but this kind is perhaps peculiarly 
difficult, and more difficult now than formerly, because a number of com- 
peting educators are trying to cultivate competing crops of desires on the 
same field. But not all tastes are equally difficult to cultivate, and the 
profit incentive puts a premium on the advertising that cultivates those 
which respond most easily to cultivation. With desires, if not with plants 
it may pay to raise the weeds. 


Although advertising is an educational institution, the advertiser's re- 
sponsibility is not that of an educator, and there are important educational 
effects of advertising as a whole of which the advertising profession is 
largely unaware. Thus the net effect of advertising various kinds of 
consumers’ goods has probably been to divert consumers’ income into chan 
nels of current expense rather than investment, and so to discourage sav 
ing. And if Professor Hotchkiss’ suggestion is correct that advertising 
develops in the working classes an interest in raising their standard of 
living, it clearly acts to make workers discontented with the present dis- 
tribution of income and to promote industrial unrest. John Stuart Mill 
long ago pointed out that education is not one of those things which may 
properly be left to depend for development on its success as a pecuniary 
enterprise, and that “the supply called forth by the demand of the market 
will be anything but what is really required.” I wonder whether we can 
afford to leave the education of consumers in home economics and stand 
ards of living primarily to men who not only are not paid to consider but 
probably are not aware of the broader social effects of their educational 
activities. 


‘Principles, Book V, chap. XI, Section 8. 
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course of conduct with respect to further prosecutions. So it has be- 
come increasingly difficult to choose a reasonable and legal course of 
conduct, and there has been, undoubtedly, an increasing disposition 
among business concerns to rely upon legal advice with respect to 
every important action, rather than upon common sense, the canons 
of sound business ethics, the principles of economics, or any code of 
principles laid down by public administrators in whose hands the 
application of anti-trust laws or laws designed to enforce competition 
has been placed. 

The confusing and disturbing aspects of this state of affairs have 
become more pronounced within very recent years, due to the fact that, 
as a result of a long period of litigation, groups of business men, have, 
under the guidance of their lawyers, been more and more able to keep 
away from acts or types of policy or of organization which the courts 
had found to be distinctly obnoxious to the anti-trust laws. The re- 
sult has been that government authorities, in their efforts to show zeal, 
finding themselves unable by direct evidence to prove the existence of 
what they call a “conspiracy,” have been more and more inclined to cite 
conditions as being a prima facie indication of such conspiracy or 
illegal agreement. In order to follow this course of conduct, they have 
of course been obliged to set up a definite standard governing the 
kinds of conditions to which they have had reference. One outstanding 
element in any business relationship has been noted by practically all 
administrators as being price; and consequently prices and price 
fluctuations have of late years formed a staple in all operations or 
proceedings of the Federal Department of Justice, as well as of other 
prosecutors. One great trouble in this line of development has been 
that there has been no general harmony or unity with regard to the 
characteristics or marks of competition or competitive prices: but, 
on the contrary, prosecutors have been supposed to establish their own 
standards and to vary them as they saw fit from time to time. The 
outcome has been anything but happy from the standpoint of the 
public, and especially of the business man engaged in production. It 
has been anything but enlightening from the standpoint of the student 
of economics. Results have been confusing, lacking in unity or con- 
sistency, and eventually, of course, likely to react unfavorably upon 
the development of economic science itself. A very few examples will 
suffice to illustrate the situation thus developed. 

In proceedings directed against the New York Sugar & Coffee Ex- 
change within the past eighteen months the government made complaint 
of an alleged manipulative advance in the price of sugar; and it based 
its argument upon the statement that the operations upon an ex- 
change of this type and the use of future trading and allied methods 
were calculated to enhance prices and hence to mulct the consumer. 
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“competitive,” apparently meaning by the latter term a price different 

from every other price for the same or a like article. This repre- 
sents progress in thinking but it is progress which may easily be lost. 
If the economic community should not develop a definite body of 
authentic opinion as to the qualities of competitive prices in practice, 
the growth of the tendency to supplement our imperfect legal concepts 
on that subject by the broader and more thoughtful principles of 
economics might be sharply checked. I do not for a moment suggest 
that there is a lack of unanimity of opinion among economists with 
reference to the subject of competition in theory. On the contrary, 
as stated at the outset of these remarks, the topic is one which has re 

ceived much more than ordinary study. It is one in which, moreover, 
there appears to me to be an unusually complete theoretical unanimity 
among authoritative writers and students of this subject. But at that 
point the satisfactory character of the present state of things comes 
toanend. There is a wide variation among economists at the present 
time with respect to such questions as the degree in which uniformity 
of prices over a given time indicates lack of competition; the question 
whether the establishment of different prices is applicable to the differ- 
ent types of buyers, as, for example, single wholesale or retail buyers, 
on the one hand, and combined buyers working through a purchasing 
agent on the other; the question whether the use of trade statistics 
showing cost of production or total amounts produced, or prices 
charged, is or is not a factor likely to militate against real competition. 
In a multitude of ways the differences of view relating to the whole 
subject tend to show themselves. Now this, as I have already inti- 
mated, is undoubtedly due to the fact that given problems are viewed 
from rather different angles. Mitigating or modifying circumstances 
form the basis of a given expression of opinion, but are not mentioned 
or taken into account when the general verdict as to the competitive 
quality of a price is made up by a given authority or group of author 

ities. In other words, to use a rough analogy, the element of business 
practice and the conditions under which economic principles take 
effect are about as important in controlling the operation of laws of 
competition as occasional or extraneous elements may be in modifying 
the practical application of the laws of physics. What is needed, I 
think, is a survey of actual business practice in price determination or 
price quotation for the purpose of establishing certain standard or rec 

ognized conditions which have reference to the naming of prices and the 
establishment of standards designed to show the canons of competition 
or competitive prices under the hypothetical conditions so fixed. Al- 
though there is a great variety of practice in the naming of prices at 
the present moment, this variety is by no means so great as it appears 
when actual effort is made to classify present methods and reduce them 
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We may put this in a different way 
1 is the establishment of a code of prin- 
petitive prices under certain varying 
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Fourth, does the existence of a series of prices, varying among them 
selves it is true, but maintaining a fairly uniform or standard differen 
tial between wholesale, retail, or jobbers’ quotations, represent a com 


petitive condition or not? Is it, in other words, proper for trade custom 


r even for trade agreement practically to establish the various grades 


by which prices shall vary as they approach the source; and, if 


prices at the source be reasonable from every point of view, does the 


establishment of this gradation argue a lack of real competition at 
consuming points? The courts, strange to say, have in one or two 
recent cases held that it does not do so. 

Finally, what shall be said of a condition in which a standardized 
commodity, varying not at all in quality, is sold throughout a trad 
at a practically uniform price, but in which conditions of delivery and 
services of one kind or another performed in connection with delivery, 
subject producers to varying costs and result in a situation which 
brings about widely different charges to consumers, notwithstanding 
the nominal or quoted price in the market appears to be identical? T'o 
put this in another way, may competition take the form of a suppk 
mentary price or charge which is combined with a practically uniform 
or stable price for a standard article? 

Above all, and outside of these varying problems of technique, does 
competition apply only to the nominal money charge made for an 
article, or is competition a more subtle concept which is to be identified 
with reasonableness in price making? At this point, the whole ques 
tion necessarily touches closely upon our problem of trusts and 
monopolies and our legislation designed to control them. 

I should not raise all these questions at this time, without making a 
practical proposal for their adjustment. This is that the Association 
appoint a special committee to make a careful canvass of the entir 
situation, and to take into account the various price-making and quot 
ing practices which prevail among business men at the present time. 
We are now at the beginning of a new administration in Washington 
and we have some prospect at least of turning over a new leaf in this 
matter of our treatment of the business world with regard to prices. 
We greatly need codperation or at least mutual understanding as be 
tween the economic community and the business community. Cannot 
this Association contribute largely to public well-being and to the 
establishment of recognized practice by reviewing all the evidence in 
the case, by permitting the filing with it of statements and arguments, 
presenting the case from various angles, and finally, by arriving at a 
general conclusion in the whole matter for submission to the Associa 
tion itself—these to be used as the basis for reaching some consensus 
of opinion? 
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It may s ynplace to say that the calculab| 

= a, e hands of the incoming generation 

al eoumemial lue to create a scheme of economics 

in their ow! other men of earlier generations, 

these incomi! to be the creatures of that heredity 
and enviro! emerge. 

a not much to be said, nothing much 
of a distinct , s little if anything in the way of 
heredity to d tion of economists from the gener- 
itions of m , say, during the past 10,000 years 
or so. Wha imed is that they will be persons of 
sound averag h there is one born every minute, 
under the b ple of fecundity conditioned by sub- 
sistence 

Therefor iliar traits to be looked for in the 
science, in t thod, in the range of its inquiry and 
the drift and nterest, its logic and its data, will be 
due to aris ristic habits of thought that are in- 
duced in th of economists in the course of that 
habituation 1 ive been exposed during the period of 
their growt nd during those marginal years of 
waning flexil the initial phase of adult life. 

Any critic se of events during the run of their 
inquiry Wl { n the way of directing their attention 
and shaping science. Yet these current events 
with which t occupied will perforce be apprehended 
and formulat to that scheme of knowledge and 
belief which se economists by their past habitu- 
ation. As ¢ igain due to be made up under thos 
forms and ¢ taken shape in response to past ex- 
perience, and . theoretical structure suitable to meet 
the exigenci rience. It is only that the experienc: 
which has gi latter-day economists is of a later date 
than that t lecessors were exposed; it is of the 
twentieth cer e nineteenth. 

In some s ps critical and decisive, respects, there- 
fore, thes ists will have that advantage over the 
passing get tually inures to late-comers. Loosely, 
the events cu xt quarter-century are due to be made 
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up and handled by them in the terms and with the preconceptions that 
have been carried over out of the past quarter-century ; instead of those 
more archaic holdovers of knowledge and belief out of the nineteenth 
century with which the passing generation of economists have gone to 
their work. 

But there is also this further presumptive difference to be anticipated, 
between this prospective era in the science and any corresponding 
period that has gone before, that the facts current in this calculable 
future are presumably due to go on changing, in detail and at large, 
cumulatively and at an unexampled rate, as time goes on; whereas the 
mentality of these economists who will have to deal with these elusive 
current facts of the future, the substance and logic of their knowledge 
and belief, will have only that rate of flexibility and adaptation that is 
conditioned by the inveterate tenacity of human preconceptions; and 
preconceptions are something in the nature of fixed ideas, and they 
yield and adjust themselves to current changes only tardily and con- 
cessively. So that, under these circumstances it is fairly to be pre- 
sumed that a sort of effectual discrepancy is again fairly to be looked 
for between the working categories and formulas employed by the 
economists, on the one side, and the current exigencies of economic 
life, on the other side; a discrepancy which should be appreciably more 
pronounced in this calculable future of the science than at any period 
in the past, and answering to the more appreciable interval of lag to 
be looked for, due to the swifter run of events. 

The distinctive factors which enter into the case, then, and which 
are to be counted on to set this prospective phase of economic science 
off against what has gone before, would accordingly be (a) such 
special habits of thought as have been induced in this generation of 
economists by the peculiarities of their training and experience, in the 
way of outlook, intellectual interests, and principles of valuation; 
and (b) that latter-day range of economic events which will provoke 
their inquiry and on which their science is to spend itself. And under 
both heads there are novel factors to be taken account of. 

The circumstances of life, material and spiritual, have been chang- 
ing during this quarter-century and more, and they have therefore 
progressively been inducing something of a change in the effectual out- 
look, the bias and logic of scientific inquiry, its basis of valuation. The 
schooling to which this generation of students have been subjected 
differs also from that which entered into the training of their fore- 
bears. At the same time the range of events which will engage their 
inquiry and determine its direction has been and still is engaged in a 
process of cumulative change running into the future. What these 
changes may come to in the calculable future must, of course, be 
largely a matter of surmise. 
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Self-contained systems of economic theory, balanced and compen- 
dious, are no longer at the focal center of attention; nor is there 
a felt need of such. The felt need runs rather along the lines of 
conjugation between economic science and those fields of knowledge 
and belief that are cultivated by the material and biological sciences. 
Meantime, detailed monographic and itemized inquiry, description, 
analysis, and appraisal of particular processes going forward in in- 
dustry and business, are engaging the best attention of the economists ; 
instead of that meticulous reconstruction and canvassing of schematic 
theories that once was of great moment and that then brought com- 
fort and assurance to its adepts and their disciples. There is little 
prospect that the current generation of economists will work out a 
compendious system of economic theory at large. They go quite 
confidently into their work of detailed inquiry with little help from gen- 
eral principles, except it be principles of common sense, mathematics, 
and general information. 

These principles of common sense and common information prevalent 
in this opening quarter of the century are of an evolutionary, or 
genetic complexion, in that they hold the attention to the changes 
that are going forward, rather than focus it on that “Natural State 
of Man,” as Nassua Senior called it, to which the movement of history 
was believed inevitably to tend. The question now before the body 
of economists is not how things stabilize themselves in a “static state,” 
but how they endlessly grow and change. But in its purview of this 
genetic proliferation of phases current knowledge and belief see growth 
and change only in that field in which the Victorians looked to see an 
indefeasible stability—the field of human institutions, use and wont, 
law and custom, the state of the industrial arts; whereas this current 
generation is inhibited from looking for substantial change where the 
Victorians found their comfort in recognizing it,—in the human factor. 
There is for them no “perfectibility of the human race,” whetherthrough 
education or through breeding; the Mendelians forbid it, and in prac- 
tical effect they are allowed to have the right of it. Tempora mutan- 
tur sed nos non mutamur in dlis. 

Such is the background and perspective of current knowledge and 
belief touching those facts of life with which the economists will have 
to make up their account, and it is for the economists to live within the 
bounds of the case as well as to live up to their opportunities. As was 
said above, they are giving their best attention to monographic work 
of a detailed and itemized character, dealing with special segments or 
processes of economic life. And within the run of each detailed pro- 
cess of business or industry so dealt with it is the run of the process 
at work and the workday give and take between this given process and 
the contiguous processes in the working sequence, before and after, 
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thet chiefly su und categories made use of in or- 
vanizing the it ng its results. But if these results 
are to go into of knowledge and belief as a sub 
stantial contril to conform to those canons of 
knowledge and | road for the time being. 

Through all t tive and itemized inquiry and anal- 
vsis there runs ; ever, the bias given by the par- 
tic ilar econom t1Or This personal bias will com- 
monly run son ntemperate; more so perhaps than 
has been the « ‘ the passing generation. It gives 
something of a much of this work, and it should 
presumably co in the future. Men should fairly 
he mented t bstinately and intolerantly in the 
absence of an tive reference to compendious the- 
oretical fo1 

This drift iz rtisan spirit and special pleading is 
greatly reinf which the data present themselves in 
the immediat ted with Victorian times; and the 
outlook is fo nt lines rather than a reversion to 
anything like \ Progressively during the past quarter- 
century the p: fe at large has suffered a measure of 
bifurcation, a thing very like a dichotomy of the 
economic comn rk and interests. More and more 
visibly the eco1 ' been falling apart into Business and 
Industry ; so tl t any given economist’s analysis and 
canvassing of t t perforce run to a conclusion within 
the confines of t the other; the state of the industrial 
arts or the st stem. Within each field men’s in- 
itiative and end yurse and round out their purposes 
in virtual detac s and exigencies that make up the 
scheme of thing half of this dichotomous economic 
system. So al ire these complementary halves of 
the working syst their aims, and their data, that they 
cannot even be tently at variance. Mr. Taussig has 
spoken of this bit sion of the labor of creative leader- 
ship between tl the moneymakers. On the one side 
rules the mecha hnology as it has worked out since the 
Industrial Rev: side rules the business logic of the 
price-system as 1 out during the same period in re- 
sponse to th ntee ownership on a large and ever- 
increasing scal 

This growth ship and business enterprise during 
their century is which the economists of the Victorian 
age overlooked, rise of modern technology. But 
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these things are now the main facts of the economic situation, the 
dominant institutional factors in the case, and it is the working out of 
these dominant institutional factors, in common and in conflict, on 
which the new generation of economists will perforce be engaged. In 
the economic foreground stands, of course, the organization of business 
enterprise, the absentee owners and their agents, in whom vest by law 
and custom all initiative and discretion in economic affairs. And it is 
to this work of the business community that the economists are chiefly 
turning their attention. And such should presumably continue to be th 
drift and emphasis of economic inquiry and speculations in the cal- 
culable future, inasmuch as the promise of things as they run in the 
immediate present is, unmistakably, that the interests and exigencies of 
business traffic are and of right must be paramount. These things are 
visible, understandable, legitimate, and urgent; and like other men the 
economists are imbued with the preconceptions of the price-system, 
in terms of which these things are understandable and urgent; but in 
terms of which the other half, the technological half, of the current 
economic world is obscure and, at the best, subsidiary. 

So that economic science should, for its major incidence and with 
increasing singleness and clarity, be a science of business traffic, mono- 
graphic, detailed, exacting, and imbued with a spirit of devotion to 
things as they are shaping themselves under the paramount exigencies 
of absentee ownership considered as a working system; and the per 
sonnel of the science, the body of economists in ordinary, in the degree 
in which they run true to form under the training of the schools and 
the market, should be partisans of this system, and of a reasonably 
intolerant temper. 

Not that there will be no controversy and no dissentors to be looked 
for, even within the ranks; but the lines of cleavage between these 
prospective factions and disputants should continue to run within the 
theoretical domain of the price-system, and the controversies should 
in an increasing degree run in terms drawn from the current business 
traffic. Such has been the visible drift of things in the science during 
the past quarter-century and there is no visible cause why things 
should take a different turn in the immediate future. Loosely speak- 
ing, no argument on economic matters today will get a reasonably wide 
hearing until it is set out as a “business proposition” in terms drawn 
from the conduct of business. 

This comes to saying that, following the lead given by the workday 
conduct of business traffic, the attention of the economists and their 
formulations of theory should converge on the ways and means of 
differential gain. For business traffic is a quest of differential gains, 
a pursuit of income over outlay for the particular business concern 
engaged, and the gains so sought emerge in the form of a price-differ- 
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ential As in cientific inquiry which busies itself 
with the theo prise, the emergence or attainment of 
such a price-d rminus ad quem, the final and focal 
point bevond w siness man nor the economist of the 
business con elf unless by way of obiter dictum. 

It is otherw half, the technological half of the 
current econo Business traffic seeks a differential gain 
in terms of 1 nterprise perforce seeks a gain in 
productive effi \ny given business concern may profit 
by the disabilit tors; its differential gains stand to in 
ven technologist is hampered in his 
work by disab ; fellow technicians in the same field. 
So also the tec] iny given industrial plant and of its 
personnel is f work on the part of other concerns 
in the same o1 duction, and is hampered in its work 
by whatever |! nically, in point of workmanlike effi- 
ciency, the st neerns are engaged in teamwork; as 
business units rs engaged in a strategy of mutual 
defeat. Mon business, the most valuable of intan 
gible assets. | /f the economic world monopoly is 
mere waste. 

Yet as thing ing this quarter-century of swift ad 
vance, and as 1 n the calculable future, any tech 
nical advanc« nd reach a practical outcome only if 
and so far as nted as a “business proposition”; that is 
to say. so far necing promise of differential gain to 
some giv. n bu ! So also the economist who ventures to 
take stock of technological way and to bring such 
facts into the { eoretical structures will of necessity 
handle these 1 ss proposition,” as ways and means of 
differential ga neern as against others. The reali- 
ties of the scier ( that afford the final and conclusive 
terms of the « ' und on which therefore his analysis 


converges, are ngieness the realities of business traffic 


and differentia actualities of the industrial arts 


come to have an ty, within the purview of the science, 
if and in so fa selves to the pursuit of a differential 
gain. 
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work together ['o them too economic interests mean 
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tional policies, and national armaments no longer have any other use, 
serve no other purpose, than the differential gain of business concerns 
doing business in competition with outsiders. The war and that peace 
of suspicion, bitterness, and bickering in which it has e ‘entuated have 
made all that plain. National state-craft and patriotic inflation have 
no other uses. And such economists and commissions of economic in- 
quiry as are drawn into the service of the national establishment are 
drawn in for no other purpose and on no other qualifications than such 
as are presumed to serve the bankers and traders of the nation as 
against outsiders. Economic science, in so far as it enters into the 
training of the nation’s civil servants is perforce of this complexion. 

So also the schools are turning their powers to the same purpose, 
in so far as they cultivate economic science. Increasingly the facul- 
ties of economic science are taken up with instruction in business ad- 
ministration, business finance, national trade, and salesmanship, with 
particular and growing emphasis on the last-named, the art of sales- 
manship and the expedients of sales-publicity. Such is the current 
state of academic economics, and such appears to be its promise as con- 
ditioned by the circumstances that promise to surround it in the near 
future. Of course, there still stand over certain perfunctory an- 
tiquities out of the Victorian age, in the way of standard articles of 
economic theory, and these are given a perfunctory hearing in the 
schools; but that has little else than a historical interest. It is a mat- 
ter of survival, not of proliferation. 
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PROBLI rHEORY—DISCUSSION 


JouHn Mavri Veblen’s main thesis may be roughly 
summed up as ! nomists, largely engaged in spe- 
cialized factual lowed and digested by the spirit of 
business, while t of the traditional lineage will lapse 
— pty rmulations. As to which the first 
comment must n nd tendencies set forth by Veblen 
do exist, and exist ause some disquiet to those whose 
prejudices do not me this outcome. Other tendencies 
also exist, as Vet t becomes a question whether Veblen’s 
thesis represents hall we say the “normal” tendencies. 
For Veblen apps , and his thesis may be taken in a 
taxonomic sens¢ type of taxonomy which he has used 
throughout his w ffect Are all other tendencies mere 
negligible exce pti rend as Veblen here presents it? 

The first and notable of these exceptions is Veblen 
himself. His w not accuse him of having been swallowed 
by the business s n Victorian survivals. And he is far 
from being neglig roup of his disciples and the larger 
group of thos n to rethink their premises and re- 
orient their effo1 of his pitiless subversions of ortho- 
doxy. One must lestly thinks of himself as a “‘sport’”’, 
an accidental dep nd of evolution. But it seems far 
truer to consider e as are the rest of us, a uniquely 
outstanding exa! tural types of reaction of economic 
study to its pr t For environment takes effect in 
more than one w nd some revolt, and both are normal 
tendencies Ch len’s doctrines is itself an evidence of 
some sort of mal 

Another fact wholly ignored is the educator’s 
“instinct of work les a strong reforming bent: toward 
telling people eit wrong or what they should do to be 
saved. Another t ns counter to Veblen’s thesis is that 
represented by t ive just heard from Mr. Llewellyn: 
others include tl n to technical and engineering facts, 
the growth of the nomic counsel for labor interests, the 
Carleton Parker t nomics,” and numerous other develop- 
ments In short is normal tendency at the present 
time is the tender to divergent tendencies. 

Aside from tl here are a few specific statements to 
which I am forces One is the contrast between business, 
exclusively con lefeat,” and industry, a technological 
affair, the sole « tive efficiency. A far truer statement 
would seem to bs of human efforts involves two sets of 
functions, one t r concerned with giving the technical 


efforts necessary lance. This latter includes the allotting 
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of ownership or control over wealth, fixing the terms of division of the so- 
cial income (implying exchange in some form or other, so long as the divi- 
sion of labor lasts) forming and guiding demand and determining the chan 
nels through which it gets expression—such strategic functions as these. 
Their essence is the adjustment of conflicting interests, which naturally 
cannot be done without mutual defeat, whether by the business system or 
any other. The real question is the search for the best available system 
for organizing the mutual defeat which becomes inevitable as soon as men 
begin living together, putting it into less and less destructive forms. This 
search, of course, is endless. 

As for the technical processes, neither Veblen nor anyone else has ever 
shown how social efficiency can be organized on a technical basis alone 
Even on a small scale efficiency is meaningless unless an end is given and 
the various means used are reduced to a common measure in terms of some 
sort of value. And on a large scale we are trying to weigh in a balance 
the incommensurable ends of life, and the resulting scheme of values, recog 
nized or implied, is arbiter of the worth of purely technical achievements. 
This does not mean that the values of the market are final: far from it. 
But it means that Veblen’s antithesis, valuable as it is as a challenge to 
orthodoxy, cannot serve the purposes of a constructive search for the line 
of progress. This calls for an evolution of our scheme of values, not for 
a “technocracy” which ignores value. 

Veblen also states that the nation has no other function than the pursuit 
of commercial rivalries, all of them affairs of international mutual defeat. 
One hardly knows how to take this statement. Interpreted literally, it will 
not stand a moment’s candid examination of the things nations actually do. 

Coming to Mr. Llewellyn’s paper I can only express the hope that we 
may have more of this kind of study and still more, until its significance 
gradually makes its own way down into our subconscious preconceptions and 
up into our conscious analysis. Between Mr. Llewellyn and Mr. Willis we 
have had called in question the traditional conceptions of an economic 
transaction, of contract, and of competition. And when Mr. Willis says 
that economists have studied competition extensively he does us too much 
credit. We have, at least in our réles as theorists, constructed abstract 
conceptions of these three entities, often half-unconsciously, and while we 
have examined the properties of these abstractions, we have not seriously 
asked what a transaction really is, what a contract is, or what competition is. 

In the development of private law, are we perhaps looking at the germs 
of a federated economic state growing up within the framework of the 
political state but largely independent of it and destined to become the 
chief organ of government in economic affairs? It will require the great 
est effort of the scientific imagination to visualize how far this movement 
can go and where, if at all, it will reach its limits. 

Of course, private law has the defects of its virtues. If public law in- 
clines to sacrifice the continued operation of a going concern or relationship, 
private law may be too tender of them, shrinking from necessary surgical 
operations. If public law is too unspecialized, private law may often be 
an instrument of group privilege at the expense of unrepresented interests, 
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for the tyranny of minorities whose 

We must examine this creature further. 
than an organized study of the 
Such a study ought certainly to be 
sources permit, but it would prob- 
ive as Mr. Willis has defined it: 
marks of healthy competition with 
Mr. Willis has noted 
Q ire determined, the companies, with 


nti-trust laws. 


steering a course just on the safe 
rovernment to seek evidence from 
rices. And if the proposed inquiry were 
n this new channel, the result might 
cases it might even turn out that 
vould be the one which most flawlessly 

n as officially laid down. 
different types of market and, in all 
etition, active and potential, each of 
With active competition, while it keeps 
depending on the commodity and the 
rrow; still it is not its nature to pro- 
nportant symptom is the order of 
And with large-scale manufactures 
\ducers in different localities, there 
And if 
hered to, that is evidence that active 
whatever rivalry there may be is of the 
urse, be more in the public interest 
cut-throat variety. 


ined normal price-pattern. 


Finally, while 
help in proving whether prices are 

being controlled in accordance with 

nplish a great deal toward the deter- 

tices are in the public interest and 
public interest ‘begins. 


sors Willis and Llewellyn have called 
blems, of a legal-economic nature, 
s which confront economists at the 
observing the trend toward specific 
loubt whether that more general type 
1 up to this time is of any value for 
that such theory is about to be thrown 
il also, in his presidential address of 
It is to this question that I 
[s that broad, comprehensive theorizing, 
yplicable to the economic problems of to- 
an it be made useful, and applicable to 

it which we are faced? 


opinion. 
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One must agree with Professor Veblen when he observes that economists 
are devoting an increased amount of attention to detailed study of par 
ticular institutions and processes, and that this trend is likely to continue 
in the visible future. One may question whether this is the result of the in- 
fluence of a mechanical technique upon our thinking, so much as of the 
fact that facilities are now at hand for such work which formerly were not 
available. It is not that the men of the past were not interested in pre- 
cise knowledge of industrial phenomena, but that they did not know how 
to get it. They were obliged to reason speculatively and qualitatively, 
because they lacked the tools for empirical and quantitative work. With 
the development of statistics, and an awakened appreciation on the part of 
business men and governments of the valuable aid which economics can 
render them, they have placed at our disposal the data which make possible 
the kind of studies that are now going on so extensively. This movement 
parallels the history of other sciences, and is altogether a mark of progress. 
Certainly our subject cannot come to its fullest fruition until we can apply 
it definitely, and in detail, on the basis of exact knowledge, to the pressing 
problems which present themselves in our field. Hence the painstaking 
accumulation of descriptive data and their measurement are of immense 
value, and may be expected to continue. 

However, if Professor Veblen believes, as apparently he does, that this 
development is to go on at the expense of that more general type of inter- 
pretation which engaged the interest of earlier economists, I, for one, must 
disagree with him. One is not sure, on hearing his paper, whether he is 
merely trying to describe, in an entirely detached spirit, what he thinks is 
taking place, or whether he is passing a judgment on the two types of work; 
but from such expressions as “‘perfunctory antiquities,’ which he applies 
to the older type of economics, one is led to the belief that he urges the 
abandonment of general theoretical analysis, and considers it of no fur- 
ther use—if, indeed, in his opinion, it ever had any. 

It is not to be expected that economics will forever fit into the mold that 
was cast for it by such men as Adam Smith, David Ricardo, and John Stuart 
Mill. There would be no progress in our science if we did not modify, 
refine, and supplement their crude generalizations. Professor Llewellyn 
indicates the kind of modification which I have in mind, when he says that 
we must pay more attention to the frictions and obstacles of a dynamic 
world, which interfere with the conditions of free competition and perfect 
mobility assumed by the older theory. And Professor Willis also shows it, 
when he asks us to adapt the theory of prices to the specific problems which 
arise in a program of governmental price regulation. But when we have 
made the corrections and amplications of theory necessary to meet these 
situations, I do not anticipate that the resulting principles will be so vastly 
different from our present generalizations as some critics would have us 
believe. 

And certainly it is unthinkable that in the future we are to have no 
broad, general theorizing at all. To be sure, the older theory is not to be 
expected to remain forever entirely unchanged; but the older type of theory 
will surely persist. If we are to have a great number of detailed, specific 
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studies. giving rmation we do not now possess, it is 
pertinent to a t to be digested, interpreted, generalized 
upon, and « ystem of principles? A mere mass of 
separat , un t industry would be chaos, not science. 
uni life, and human curiosity alone, were 
there no ot! s to analyze and describe it. But 
in [here is going on about us an increas- 
ing centralizat ng with it an increasing measure of 
governmental Many persons believe that we are 
approaching tivities, instead of being left to the 
play of indivi er and thither with much waste and 
confusion. wil led in accordance with a systematic plan. 
Whether this rtain it is that the general regulation of 
business by 2 nduct of his affairs by the individual 
business man, mplished only if based upon an 
,ppreciation ng principles of the economic process. 

Indeed. it t Professor Veblen means to be taken 
sovianaly wis hat the last rites are about to be per- 
formed on tl f economic theory; for certainly, as 
Pro ( yn work falls mainly under that head. 


In his own penetrating insight, has he not been 
generalizing 1 y in this paper, but in all his writings, 
tbout the wl r times? His is no work of meticulous 
fact-gathering ribing, but with bold strokes he pictures to 
us the rugged I And if one is to judge by the weli- 
deserved popu ngs, there is no indication of a waning 
interest in su Moreover, in this very paper, he has drawn 
from classical re, perhaps, than he is himself aware. 
Is not the dist irawn here, as in other places, between 
business or } : nd productive or industrial activities, a 
modern versi t rgotten controversy, from “the Victorian 
ive.” which t lifference between productive and un- 
productive la \ t his doctrine that business men are 
interested ma position of price-differential? One does 
not need to b st to trace the lineal descent of that 
doctrine fro1 fits theory of Francis A. Walker and, 
more remotely ry of Ricardo himself! 

If we turn ‘ur own to other sciences, we will find 
some light w rown upon this discussion. In chemistry and 
physics ther: h the kind of specific, detailed research 
which we aré erve in economics. Specialists in these 
fields are assid problems of metallurgy, of engineering, 
of electricity, nd so on; but are chemists and physicists 
any less inter mate constitution of matter than formerly? 
And did not t of relativity, which was an achievement 
of purely abst: furor of interest that rivals the recep- 
tion accorded ndous of more immediately practical in- 


ventions? In , side by side with such definite researches 
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as the measurement of stellar parallax and the observation of solar eclipses, 
there continues an active interest in such theoretical questions as the origin 
of our solar system, and the organization of the stellar universe. 

Professor Llewellyn has shown us that there is a very similar develop- 
ment in law. He tells us that the outstanding problem in that field today 
is how to make general principles and practices applicable to certain 
specific, practical situations. And he explains to us how certain legal 
and extra-legal institutions, such as standardized contracts, are being per 
fected to harmonize the interests of producer and consumer, business man- 
ager and investor, employer and worker, etc. But does he believe that the 
development of these things renders unnecessary the attention of the 
legal profession to more abstract and universal principles of law? Ap 
parently not. On the contrary, he appears to regard those general prin 
ciples as the fundamental groundwork on which the more specific insti 
tutions must be based, and in terms of which they must be interpreted. 
Doubtless, from time to time, the specific problems which arise force cer 
tain modifications and innovations in the general principles of law, but 
do not lessen their importance. 

Something of the same sort, it seems to me, is to take place in the field 
of economic theory in the visible future. More painstaking study of par 
ticular processes and institutions, more inductive and experimental work, 
is likely to develop. Doubtless this will lead to considerable refinement 
and revision of our general theory. But there will continue to be an active 
interest in that theory, and an abandonment of it is neither to be ex- 
pected nor desired. 
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ABLE CONFERENCES 


December 30, nine round table conferences 
nferences there was a large attendanc 
densed reports of all the conferences by 
Messrs. Rexford G. Tugwell, William J. 
lal, Morris L. Cooke, J. E. Hagerty, C. 
Working, Ernest L. Bogart, and C. O. 


INOMIC THEORY 
Chairman 


ory was generally devoted to the dis 
ontemporary theory in the direction of 
1irman, in his letter of invitation, stated 

ry must differ from classical doctrine by 
consequences, and in depending for its 
ction from given principles but upon its 
xisting facts. He informed the prospective 
that they were known, each of them, not only 
blem, but also for a genuine interest in the 
He asked them, therefore, to bring to the 
for a new theory generated in work upon a 


being present at the actual meeting. 

am led the discussion. 

C. A. Dice and A. J. Snow read their 
spects of consumption, and the meeting 
ussion of this topic. Professor Fetter 
nce of such studies and the growing 

rinciples in economic studies. There fol- 
y May, W. W. Hewitt, and F. D. Graham. 

followed, Messrs. Bye, Sherman, Snow and 
Fetter summed up. 

s to assume the responsibility for the 
ow. He is conscious of the violence they 
ut the limitations of space at his command 
ent impossible. 

be present at the meeting but forwarded 
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ly of consumption can contribute as realistic 

rrounding purchase as we now have of the 
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is now being given to the translation of income-funds into the family 
standard, such as automobiles, clothing, food, and the like, that is, what 
the family actually requires. And such data must add something of value 
to our picture of economic life. If they are to be ruled out by the econ 
omist, he must also logically rule out the facts surrounding sale to which 
he admittedly gives much attention now. Above all, the study of consump 
tion may furnish to the search for economic theory a new point of view. 
The eyes of the consumer see with a new perspective that corrects the 
standard of judgment of those habituated to price analysis alone. 

Mr. Snow’s paper, in discussing the motives of activity, criticised the 
favorite psychological preconceptions of economists, especially (1) the 
notion that there is a certain kind of action called “native’’ and another 
called “acquired,” and (2) that man is a pattern of definite “‘instincts’’ 
whose interaction determines conduct. To say that human activity is the 
result of native drives muddles the situation to be explained because it 
ends the search for motives in an unknown. “Instincts’’ would be useful if 
the notion of their plurality were abandoned and replaced by the implication 
of a general instinctive action that is the result of the interaction of the 
functions of the many organs of the human mechanism. Instinctive would 
then include not only reflexes and the tropisms but all the modifications 
of inherited structure—such as habits of action as well as thought. As 
to the distinction between “‘native’’ and “acquired” dispositions—this 
is arbitrary. Habits are the result of native responses quite as much as 
the original reflexes of the infant. 

The reactions of any animal are due to its accumulated individual organic 
history, and each reacts differently; the motives or causes of any reaction 
can only be discovered accurately anew in each situation. Therefore, the 
only solid approach to the study of human motives cannot be general but 
must be specific. What is needed is a series of case studies which would 
deal with concrete individuals in real situations. There might emerge 
the causes valuable for predictive purposes. 

Mr. Dice addressed himself to the problem of discovering some of the 
objective factors basic to our consumption behavior. People react, he 
said, to certain stimulus situations by the consumption of goods. In such 
reaction several elements must be noted: (1) man’s original nature; (2) 
the stimuli which arise out of the total stimulus situation; (3) the atti 
tudes of mind, feeling complexes, and habits already formed. On the 
whole, consumption may be said to be the adaptation of the consumer to 
the standards of the group of which he is a member. The consumer’s mind 
in reacting to situations in this adaptive attempt is so fashioned that the 
habitual reaction becomes the basic pattern of thought and feeling in 
consumption. The mind is thus in a sense a product of the very stimulus 
situations to which it must react. It is, however, only the general product. 
Much active adaptation is required for the formation of satisfactory 
consuming norms in our given congeries of institutions. We need a great 
deal of statistical analysis to make clear the group structure of markets— 
the general norms of consuming behavior—but it will be found that there 
is a well-defined framework, however intricate its elements may be. And 
it needs to be made explicit for the guidance alike of statesman and 
business man. 

Mr. Hewett found himself interested in the question of emphasis in 
economic theory. He was led to this interest by a failure to get any help 


es 

by 

J. 

be 

O. 
lis 

of 

ted 

by 

its 

its 

ive 

nly 

the 
the 

na 


64 i Association 


from accepted tions in the course of certain researches 
nto ¢ ir ncome and its application in federal 
tawets B same irrelevance in other fields—the 
theory of pr pite of the fact that competition is 
no longe1 t] ituation and that monopoly has 
grown into its ty per cent of the pages on price theory 
of six of the ire devoted to monopoly. Eighty 
per nt of to competition which is assumed to be 
nor 

On t wh hifting the spotlight of criticism 
of econon t rrectness, or accuracy, to questions 

empnasi 

It irdl uch men as Smith, Ricardo, Mill, 
und Marshal mplete new start will satisfy. The 
limited data pered their work, but they were trying 
to explair 1 it Inductive studies based on the 
wealt f it 1 clear the way for a better state 
nent h studies will have the added 
merit hift r theorizing by placing it in more 
direct ntact life Economic theory becomes 
decadent, not rs that creep in, as by the continual 
changing of rid it purports to explain. 

Mr. Ma ' le that contemporary economics might 
he revivified I tit n and carefully noting the impli 
cation f fa I ly shunned as falling outside the 
chalk lines of field. Specifically he suggested the 
possible fruit xploration of legalism in the attempt 
to organize a1 tion for the legalistic order. So far no 
attempt has b t nowledge and experience of economists 
into a form tl telligent use by government agencies. 
The courts and sly confused concerning the economic 
consequences but these procedures have the most 
far-reaching efi life which it is the business of the 
economist to | xplain. What businesses may be con 
trolled? Why, t they to be controlled? A competent 
survey of this alike to legalists and economists. It 
would bring al generalizations relevant to the problems 
we face. Itw nstance, an analysis of the working of com- 
petition within rtant industries of the country, together 
with as factual f the results of that competition as could 
be devised. 1 remain the task of presenting the findings 
for the several ler the categories which legislatures and 
courts have wor still further project of pointing out the 
significance of tl nd recommending, in legal terms, the changes 
which would s« the best economic consequences. 

But Mr. May | to suggest that this particular inquiry was 
the only one or t desirable one for theorists to attempt. His 
real thesis, he ' the projection of economic theory into 
bordering field method of attempting to make it a more 
realistic, useful dest meaning of the term, a genuinely 
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upon the doctrine of laissez-faire. The adoption or abandonment of laissez 
faire in international trade, he said, frequently gives rise to a modification 
of existing conditions which in the classical theory were assumed to be 
static. ‘Two of the most important of these are changes in the distribution 
and in the quality of the population. A laissez-faire policy which issues 
in a population thinly and evenly scattered over the available area, while 
it secures advantages from specialization of one sort, may preclude other 
types of specialization, viz., those depende... upon a concentrated popu- 
lation and easy transfer and transport of goods. The fishnet-like concen- 
tration of population, which is one of the results of the Industrial 
Revolution, has made it possible to distribute goods at much less cost than 
would have been necessary if the same population had been evenly distri- 
buted over the same area, and the possibility of securing such economies 
may make it economically sound for a country industrially undeveloped 
to depart from laissez-faire. 

Laissez-faire may also, in certain conditions, promote specialization in 
an industry in which the entrepreneur's advantage is secured by the payment 
of exceptionally low wages to a class of workers which is not up to the 
average mental or moral level of the country in which they live. Speciali 
zation in this industry, is likely, in the long run, to increase the numbers 
of the type of workers which it employs relative to the whole population. 

Mr. Fay in his paper, said that Great Britain has a consumer's psychol 
ogy and North America a producer’s psychology; and this difference of 
outlook—old versus new, imports versus exports, consumer versus pro- 
ducer—merits closer study and generalization. It can best be approached 
by the comparative method. We have left behind the bagman’s cosmo 
politanism of the nineteenth century—on this continent it was always an 
alien growth. One day, when population and industry are more equally 
developed the world over, we shall reach a socialist cosmopolitanism. But 
not in the present century; on the contrary, nationalism seems likely to 
intensify. Economists cannot be accused of fostering economic chauvinism 
deliberately; but they should more carefully take its measure by compara 
tive study, having as their bias—for bias is inevitable—a dynamics of 
national development such as Adam Smith hints at in the Third Book of 
his Wealth of Nations. 


TRANSPORTATION 
J. CUNNINGHAM, Chairman 


The Chairman of the round table on transportation, Professor William 
J. Cunningham of the Harvard Graduate School of Business Administration, 
outlined the two topics to be considered. They were more or less inter- 
related: (1) What should be the organization and objectives of courses 
in transportation and traffic management? and (2) The relations between 
railroads and college-trained men. 

Some of the current problems are those which deal with the balancing 
of the cultural and vocational aspects. To what extent is it advisable in 
undergraduate courses to go beyond the broad economic treatment and verge 
upon vocational training? Should not the specialized course with a 
vocational or business aspect be reserved for the graduate schools so as 
not to restrict the historic, economic, and social background in under 
graduate instruction? The experience of some of the graduate schools is 
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that a substantia graduates are without adequate 
training in econon f vocational courses for undergrad- 
uates is accentuating 

It has been not proportion of men who have taken 
specialized courst tat n the Harvard Graduate School of 
Business Administ etter informed concerning the lurid 
chapters of early ra ind the spectacular coups of system 
builders fifty or m than they are informed as to the funda- 
mentals of the Int Act and its amendments, and the eco 
nomic significan: int features as valuation, consolidation, 
and the rate doctr endment. Is there not room for im 
provement in bala lequate consideration of the economic 
principles of the | ' t be crowded out by undue emphasis 
upon the details re the machinery of public regulation 
was set in motion rgraduate course would, of course, be 
inadequate unless it torical development of transportation, 
and the genesis and tion, but should not the major empha- 
sis be placed upor ntal principles underlying the Trans- 
portation Act of | tudent may understand the current dis- 
cussion of the rai : nd be that much better equipped to 
discharge his duties 

With respect to t ege men toward railroading as a life 
work and the attitu vad officers toward recruiting college men, 
there are elements f from the point of view of the teacher 
of transportation llege men elect transportation as a 
vocation. They fir incial reward and more play for initiative 
in other forms of bu f the college men who go into railroad- 
ing become discourag for other fields. The railroad manage- 
ments do not app that they are not attracting and holding 
the type of young t } equipped to qualify after practical 
experience for th lifieult tasks of railroad management. 
Something should pire a greater interest on the part of 
railroad executives training and something should be done 
on the part of col n railroad service to overcome the 
prejudice arising ou and intolerance of their fellows who 
have no staying pow 

Professor Sidney University of Wisconsin, opened the 
discussion from th vy of a single cultural course for under- 
graduates. The pu » course are to enable the student to 
understand better wv ning in the transportation field and to 


enable him to for ess accurate, concerning future 
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a foundational cours 


policie s and action three 


be suggested 


The principal pu sional course would be to train for 
business; primarily ational and it would deal with rail- 
road geography, orga t »f service, and the technique of tariffs 
and classifications road field of economics and public policy 
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that it would emphasize the individual or corporate instead of the social 
aspect of the railroad, and since it represents premature specialization, 
it would fail to give that grasp of fundamentals. 

The problem course, in contrast to the type first referred to, would 
attempt to teach principles by the study of problems affecting common 
and complex factors in control of railroads. Specifically such problems 
would relate to consolidation, valuation, labor policies, rate policies, princi- 
ples of operation, conflict between state and federal authorities, and 
nationalization. Such a course would be better than that first considered. 
With an adequate number of carefully selected problems the student 
might obtain sufficient background to see principles clearly and think 
intelligently, but it is more likely that without any previous training in 
fundamentals a single problem course would not attain the desired end. 

The greatest promise lies in a foundational course. The first section 
of such a course would deal with the history of the development of trans 
portation and would be treated with reference to: (1) obstacles—political, 
physical and financial—to the expansion of the railway net; (2) the his- 
torical basis of existing problems, such as credit, wherein the roots strike 
back half a century; and (3) the evolution of public policy as affecting 
railroads, and the division of responsibility, as between the carriers and 
the public, for current conditions and relationships. Following the his- 
torical introduction there would be a cursory study of the elements of 
public service, with some attention to organization and operating technique. 
Then would come a consideration of the economics of railroad enterprise: 
(1) competitive and monopolistic aspects; (2) rate-making in theory and 
practice; (3) financial aspects; and (4) an analytical study of railroad 
charges with emphasis upon the validity of comparative figures. The con- 
cluding section of the course would deal with the major aspects of public 
regulation. 

As to the administration of such a course, primary emphasis would be 
placed on recitation-discussion and minor emphasis upon lectures. The 
discussion would be more effective if based upon problems or exercises in 
addition to textbook reading. The lecture method would be effective in 
summarizing historical development. The student would be made familiar 
with the principal sources of information, both historical and current, 
and use would be made of technical journals or even of the daily press. 

One danger should be avoided. The temptation would be to crowd so 
much into a single course that it might not be properly digested. In that 
case, the major purposes of the course—the stimulation of thought along 
transportation lines and the building of a foundation for further indepen- 
dent study—might be defeated. 

Professor Lewis C. Sorrell, of the University of Chicago, in discussing 
the subject from the point of view of the college and university curriculum, 
suggested three questions, namely: (1) What is the place of a general 
course in transportation in the curriculum? (2) What should be the aims, 
method, and content of such a course? and (3) What further courses in 
transportation should be offered, and what should be their aims, methods 
and content? In attempting to answer these questions many variables 
will be encountered, such as the liberal versus the vocational aspect of 
education, local environment, changes in the secondary curriculum. 

For the liberal arts college, the question largely becomes one of proper 
balance. It is too much to expect that all liberal arts students should take 
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vocational aspect is underemphasized. It should be given greater weight. 
It should be possible for a student to find schools which offer a complete 
three-year course for a special traffic degree. The field might be broken 
up among the various institutions, each school offering one branch such as 
highway, railroad, and water transportation. 

In brief, (1) cultural transportation courses should be continued in 134 
colleges; (2) the 300 or more schools not at present offering transportation 
should be encouraged to do so; (3) there should be a better balance both 
in the number of schools presenting cultural, general business, and voca 
tional training; and (4) a more extensive training along vocational and 
professional lines should be offered. 

Vocational training should not be attempted | 


vy many schools. It would 
be advisable for the class A institutions to maintain their leadership in 
transportation and traffic education and the field divided. For example, 
railroad transportation and railroad traffic management might be given by 
Columbia, Cincinnati, Illinois, and California; water transportation and 
teamship traffic management might be stressed by New York, Notre Dame, 
fulane, and Washington; highway transportation might be emphasized 
y Syracuse, Michigan, North Carolina and Stanford; and Pennsylvania, 
Iowa State, Georgia Tech. and Southern California might elect the 
presentation from the shipper’s point of view and train men to assume 
trafic managerial positions with producers, industries and commercial 
lLouses. A final group—Harvard or Georgetown, Wisconsin or Minnesota, 
Texas and perhaps Oregon—might be designated to specialize in the 
legal, regulatory and governmental aspects. 

There is plenty of room fr all. The problem of the vocational courses 

ay be worked out by the concerted action of the deans of collegiate 
schools of business administration. 

Professor Winthrop M. Daniels, of Yale University, was unable per 
sonally to take his place on the program but submitted a written discussion 
on the attitude of railroads toward college graduates. He had gathered 
certain information on the subject from a few typical carriers and had 
summarized their replies to his questionnaire. It appears that the railroads 
have made no systematic attempt, such as that made by many large indus 
trial enterprises, to recruit college graduates for railroad service. The 
prevailing reason is that many have sufficient applications without such a 
canvass—enough now “knock on the door.’”’ Another reason is the lack of 
success in holding college graduates after they are employed. 

In explanation of the disinclination of college graduates to seek the 
railroad field, one reason is the restrictive influence of the seniority rule 
in the classified service. It is difficult to administer a policy of promotion 
on merit alone without running against the seniority principle or impairing 
morale by something which savors of favoritism. Yet that barrier is not 
insurmountable once the young man has reached the lower rungs of the 
official ladder. Another deterring influence, but one on which opinion 
differs widely, is the possibility of government ownership 

The responses to the inquiry concerning the most likely department for 
college-trained men indicated that the greatest opportunity lies in the 
transportation department when the man is content patiently to learn his 
job. The general opinion is that technical engineering competence is 
far less of an asset for advancement in the operating department than 
executive and business ability and the capacity to handle men. Despite 
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the opportunit lepartment, the view prevails that it 

makes the wea ge men. They are unwilling to spend 

sufficient time they dislike “dirty work’; they do not 
tand tl ga fl 

The railroad icquaint college students with what 
they ma fair 1d rvice If the student desires to 
enter as an att int, or a statistician, the primary college 
or graduate s¢ ry at once be utilized. If he has a chance 
to enter the o t is a preferred opportunity carrying 
its own specia rious limitation that it is difficult to 
break out of off nto a “line” job from which promotion 
is more certail t expects to go into the engineering, mechan 
ical, or trans} ts, he must confront the following facts 
In these field tt offer to the college graduate the same 
relative initial ind promotion as in the era of railroad 
expansion in d Rough riding” has given place to “watchful 
waiting Be ow more careful about the type of em 
ployee they ta nee and capacity of the bulk of railroad 
employees hay relative advantages of the college man hav 
lessened. 'T' te cannot expect at the start the same rate of 
pay nor the u har for promotion which certain industrial 
concerns in th panding stage can offer. He must offset against 
these drawback tainty and regularity of employment, with 
the reasonabl muneration which will average well with 
those of other « nd industrial concerns. If he has the application 
and the talent, th ch the same chance of drawing a big prize in the 
lottery as elsew st at the start forswear allegiance to the 
white collar a industry of lounge lizard. If unwilling 
to pay the pric i railroading. 

The univer to do a better job in training more 
for railroad s« sad officers would indicate more clearly what 
they think th d undertake and what may be learned best in 
actual service 

In discussin railroads toward college graduates, Mr 
Kenneth F. Burgess licitor, Chicago, Burlington & Quincy Rail- 
way, made th t college man is now well represented in 
railroad officia F rder to gain some definite measure of that 
representation tudy of the records of the general officers of 
32 representati i is comprising 168,142 miles of line or approxi 
mately 65 per total in the United States. The 32 roads were 
selected because lents or chairmen were members of and com- 
prised the Ex mittee of the Association of Railway Executives. 
The officers includ tudy were presidents, operating vice-presidents, 
general manag presidents, freight traffic managers, general 
counsels, gener nd comptrollers (or heads of accounting de- 
partments if ot! nated 

The total of 1 rs was 204. Of that number 82 or 40.2 per cent 
held college des ud attended college for three or more years. An 


examination of 
expe cte d, that 


groups of officers indicated, as would be 
rtment officers had the largest percentage of 


college men—4 1 total of 47, or 87.2 per cent. Next in order were 
the presidents r 36.3 per cent. In the case of operating vice- 
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presidents and general managers, there were 17 college men out of 49, or 
34.6 per cent. Among the accounting department heads there were 6 
out of 29, or 20.6 per cent. The smallest proportion of college men was 
found among traflic vice-presidents and freight traffic managers—6 out of 
+6, or but 13 per cent. 

[It must be borne in mind that these 204 general officers, of whom 40.2 
per cent were college men, were but a very small part of the total army of 
railroad employees. If a census were made to determine the total number 
of college men in all branches of railroad service, the percentage of the 
grand total would be very small. 

The personal records of the 204 officers included in the study indicated 

that the average age on entering railroad service was 20 years and the 
average age in December, 1924, was 56.4 years. The average length of 
time from first employment until an official position was reached was 16.7 
years, at an average age of 36.7 years. 
' The same averages computed separately for college and non-college men 
brought out some interesting comparisons. The average non-college man 
entered railroad service at the age 17.7 years and took 18.9 years to reach 
an official position at the age of 36.6 years. The average college man began 
railroad work at 23.4 years of age, nearly 6 years later than the average 
of the other group, but his promotion was so much more rapid that the col 
lege man reached his first official position at 36.8 years of age, almost identi 
cally the same age as the non-college man. The average age of the non 
college man in December, 1924, was 58.9 years while the average age of the 
college man was 52.6 years. Inasmuch as the proportion of college men 
among the junior officers is larger than among the general officers included 
in the study, the percentage of college men among the general officers is 
likely to increase as the older men retire. 

The comparison was carried a step further by working out the figures for 
presidents alone. The president without college training began railroad 
work at the age of 17.6, reached his first official position in 16.8 years at 
the age of 34.4, became a vice-president at the age of 45.2 and in December, 
1924, was 62.7 years of age. The college-trained president entered rail 
road service at 22, reached his first official position in 10.2 years at the age 
of 32.2, became a vice-president at the age of 44.6, and in December, 1924, 
was 58.3 years of age. 

Because of the relatively large number of college men among railroad 
lawyers, one further set of figures was computed to show the comparison 
of all general officers excluding law officers. The non-college man took 
his first railroad job at 17.7 years of age; the college man took his at 23. 
It took the non-college man 19 years at the age of 36.7 years to get a hold 
on the official ladder; in the race he was overtaken by the college man who 
reached that goal in 13.2 years at 36.2 years. The December, 1924, age 
of the non-college man was 57.6 years; that of the college man 52.1 years. 

On the whole the comparison indicates that in so far as general officers 
are concerned the proportion of college-trained men in the ranks of general 
officers is surprisingly large. 

In the foregoing statistics the term “first official position’ was taken 
as that of division superintendent, assistant-general freight agent, general 
attorney, auditor in charge of a section of the accounting department, or an 
equivalent position. 

Mr. Samuel O. Dunn, editor of Railway Age, Dr. C. S. Duncan, Associ- 
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ation of Railw Professor H. C. Frame, of Iowa State Uni- 
versity, and ot the general discussion. 


ARKETING 


TospaL, Chairman 

The round Professor Harry R. Tosdal presiding, 
was devoted 1 t of marketing research. The subject 
was discussed es, including marketing research carried 
on by both | gencies. The discussion was opened 
by Dr ] D. | il research director of Swift & Company, 
who asserted t irch and analysis as carried on by private 
business enter} niently be divided into five general groups 
First was a g he purpose of ascertaining the possibilities 
for the busin econd, the group of research activities 
concerned wit! n and the actual consumption of products 
on various ba | rccording to geographical areas. In the 
third place, re ning by private enterprises includes studies 
of price trend ind the broader subject of changes in general 
business cond kedly affect marketing operations. Again, 
market resear I vith the task of acquiring and maintaining 
an intimate k materials, sources, and prices. The above 
deal mainly wit re to be obtained outside the confines of a 
business enter} oup of research activities would include 
the collectior nalyses of marketing operations on the 
basis of inter? d y the business. Dr. Weld advocated th 
independence « h department from direct control by either the 
sales or the a vartment He stated that for most successful 
operation the nt should have a detached point of view, 
which could | the department were responsible to a 
high general of 

Dr. Henry | f of the U. S. Bureau of Agricultural Eco 
nomics, then g work of the Bureau in marketing research 
He emphasized f such research in combating the larg 
amount of m s circulated and in discovering more 
economical n n distributive operations. He pointed 
out that mark r agricultural products would be aided, just 
as business w 1, | ome research having standardization and 
simplification erms for its object; as between different 
parts of the Ur 1 tween different commodities there exists no 
standardizatio licate relative quality. 

Dr. Benjan l f the University of Wisconsin, who spoke 
upon marketir rried on by agricultural schools, indicated 
particularly tl the way of drawing the line between the 
collection and I ets in research and the carrying on of 
what might | nda The object of marketing investiga- 
tions relating lucts, he asserted to be the determination of the 
share which t tor n the distributive process obtained and 
why they obta 

Professor H Northwestern University, who spoke upon 
marketing res ty agencies, outlined briefly the type of 
work being ca bureaus of business research now operating 
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and discussed certain general questions of policy regarding the conduct of 
research by universities. He declared that the function of a research 
department was not to supply figures as to the cost of production, marketing, 
et cetera, for interested members of the trade, but to collect data upon which 
to establish principles which would bring about better manufacturing and 
selling. 

Professor Edward S. Gardner, of the University of Wisconsin, called 
upon to discuss the research program now being promoted by the Associ 
ation of National Advertisers and the American Association of Advertising 
Agencies, said that the primary purpose of the program was to provide 
material for the future betterment of university instruction in advertising 
and general marketing. 


GIANT POWER 
Morais L. Cooker, Chairman 


Mr. Morris L. Cooke, director, Giant Power Survey, Commonwealth of 
Pennsylvania, opened the conference on Giant Power. He said that a net 
work of 220,000 volt electric transmission lines announced for immediate 
construction in eastern Pennsylvania inaugurates the era of Giant Power for 
the whole northeastern section of the United States. Current generated at 
the mouths of bituminous mines in central Pennsylvania will flow for the first 
time to the great industrial district along the Delaware River. 

The next step—and one likely to be taken almost immediately—is the 
extension of this transmission system first into and then across New Jersey 
so as to reach the Newark-New York district, the greatest power market in 
the world. It is now possible in an engineering sense and economically 
feasible to make western Pennsylvania and West Virginia the generating 
station for a large section of the middle Atlantic seaboard. The construc 
tion of seaboard power stations will ultimately cease. The hauling of 
coal 250 and 300 miles from the bituminous coal fields to the coast has 
already become an anachronism. 

The inter-state exchange of current on the grand scale provided for by 
220,000 volt transmission and Giant Power virtually obsoletes the system of 
state regulation of the electrical industry. A recent decision of the United 
State Supreme Court held that gas crossing state borders and sold at 
wholesale cannot be regulated except by congressional action. 

The Giant Power Survey Board appointed under Act of 1923, Pennsyl- 
vania Legislature, estimates that fully half the farms of Pennsylvania can 
be given service and such service made self-supporting. Giant Power sta- 
tions at the mines will make possible the recovering of the valuable by-prod- 
ucts to be found in greater or less measure in all bituminous coals. With 
forty million tons used annually for power production in Pennsylvania 
alone not one pound is now processed. 

In the light of the economies made possible through mass generation and 
mass transmission our state authorities seek not only to provide wider 
distribution but at the lower rates made possible by an integrated service. 
Not so much to reach the population with current as to encourage its use 
to the point of effecting revolutionary changes in the life of farm, home, 
and factory has been the Survey’s foremost aim. 

Professor Irving Fisher, of Yale University, quoted Macaulay as saying, 
“It is the inventions which abridge distance which have the greatest in 
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['o the long list of such inventions—the railway, 
oplane, telegraph, telephone, and radio, for in- 
r said we are now adding another and one destined 
jlutionary of all, the long distance transmission 

Giant The other distance abridgers trans- 
ers, and news, but now we can transport power 
Power is the essence of productivity and 

Professor Fisher said that in Giant 
2 new freedom. If they feel unduly ham 
will find more options open to them than they 
ifeguard against exploitation just as a generation 
whenever he felt himself imposed upon could 
threatening to leave and take up land. 
lecentralization and suburbanization of 


Power. 


tl e of income. 


sulting engineer in Chicago, discussed the 
probably exert on the policy of public regu- 
policy of public ownership on the other. 
the national government would have to as 
snd electric transmission lines just as in the 
railroads and oil pipe lines crossing state bor 
pinion that the best way to safeguard regulation 
freedom to cities and states and other public 

te generating, transmission, and distribution plants, 
lies will act more promptly and more in the public 
other utilities, will more readily accept 
open the alternative of public ownership 
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president of the Illinois Miners’ Union, 
onvention a Giant Power Survey of Illinois 
de under union auspices and with union funds. 
it the Illinois Miners found themselves in a dilemma 
ssful struggling for high wages and short 
reached where any further increase in 
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ucky and West Virginia non-union fields. Hence 
of increasing the demand for Illinois coal 
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dent of the International Brotherhood of Elec 
und a member of the Executive Committee of the American 
said that the labor movement welcomed electrical 
largest possible scale. Union men recognized there 
iting electrical development as at a previous time they 
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that were made and that labor would expect to be consulted as one of the 
parties principally at interest in Giant Power development. 

Mr. Arthur J. Mason, distinguished engineer, expressed the opinion that 
the methods of mining coal would undergo revolutionary changes in the near 
future. Drilling and blasting in coal mining would disappear, there being 
no more reason for blasting coal than blasting wood. Without the blast 
mines could be worked continuously instead of during eight hours of the 
day. Mining under these conditions would require almost no workmen 
and would result in a very material cheapening of the product. He startled 
the meeting by stating that the great majority of Illinois coal is worth today 
one cent a ton in the mine and that with the cheaper methods of mining 
about to come in the unwisdom of paying $2 and $3 a ton for transporta 
tion would become apparent. The manufacture of electric current at the 
mines, rather than on the shores of Lake Michigan, would come about. 

Professor W. F. Rittman, of the Carnegie Institute of Technology, said 
that heretofore oil has been used to replace coal as a fuel for boilers. He 
believed this a criminal waste of oil, which should entirely be converted in- 
to gasoline for automobiles and other internal combustion engines. Instead 
coal should be used to furnish oil to augment the supply of this material. 
When coal is distilled at low temperatures, an oil directly comparable with 
petroleum is recovered. This oil recovered from coal can then be converted 
into gasoline to augment and prolong the supply of this material. A 
minimum of ten gallons of oil can be recovered from one ton of ordinary 
soft coal. With a production of over six hundred thousand tons of soft 
coal per annum, this could mean an added oil supply per annum of more 
than six billion gallons of oil—a very considerable quantity. 

Mr. Robert Bruére, associate editor, Survey, said that there are two 
major, interrelated, yet quite distinct approaches to economic and techno- 
logical problems. The first, and prevailing, approach regards industry as the 
end and general human welfare as the by-product of economic enterprise; 
the second regards human welfare as the prime objective and business tech- 
nology as a means to that end. Mr. Bruére became interested in large 
scale electrical development through a study of miners’ wages and their in- 
adequacy to the establishment and maintenance of an American standard 
of living. It seemed obvious that if the coal industry was to meet its 
obligation to the miners, the consumers and the prudent investors, the tech 
nique both of the production and also of the utilization of coal would have 
to be fundamentally reconstructed. 

The Giant Power program seemed to offer the best promise of a solution 
of this problem. Mr. Bruére used the term “giant power” rather than “super- 
power,” because he believed that Giant Power approaches the problem 
primarily from the point of view of public welfare whereas super-power has 
primary regard for the business interests of the vested utilities. Giant 
Power while giving due consideration to existing business interests is pri- 
marily concerned with electrical development as a means of improving the 
living conditions of all the people—wage earners, farmers, business and 
professional men and women—the entire community. The distinction is 
one of primary emphasis and point of view, but in these formulating pro 
grams for the development of these great basic industries, emphasis and 
point of view are of fundamental importance. 

The Giant Power program is rich in inspiration for those who cherish 
America as the home of liberty and equal opportunity and who are patrioti- 
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Education has always been practical, and except so far as it has not lagged 
behind general progress has generally been so. The old classical education 
was at one time intensely practical. But we must have a time conception 
of the aim of education in order that it may be serviceable—education for liv- 
ing. As to the aim, he quoted Alfred Marshall: “A truly liberal education 
adapts the mind to use its best faculties in business and to use business itself 
as a means of increasing culture, though it does not concern itself with the 
details of particular trades: that is left for technical education.” Professor 
Anderson said that this definition suggests that technical education in itself 
is not sufficient, and that suitable preparation for a business career con- 
stitutes a liberal education. 

He said that his contact with engineers, and experience in business and 
industry over a period of ten years convinced him that the standard technical 
engineering curricula are inadequate in preparing men for any other than 
a narrow technical career. From the individual’s standpoint his opportun- 
ities for employment are restricted and his advancement hindered. Business 
men complain. One executive sums up the situation when he says: “They 
are very satisfactory in the designing department, but show up much less 
brilliantly in the operating department, and lose considerable additional 
luster when they enter the business end.” 

Here Professor Anderson discussed the development of colleges of com- 
merce in the United States explaining that the differences in methods, curri- 
cula, and content of courses were due to the attempts of each college to 
adapt itself to local needs modified by the points of view of those in charge 
of the colleges. 

He said that he believed that the teaching of business subjects in the 
classroom calls for an intimate knowledge of business. Executive business 
experience is preferable, for of course, the man at the top gets a perspective 
and understanding that the subordinate will lack. Teachers should con- 
tinue to maintain contacts and association with business men and institutions. 

Some technical schools require their students to secure employment of a 
prescribed nature during their junior or senior vacation periods, the idea 
being to ‘better prepare them for advanced work and to better equip them 
for more responsible positions upon graduation. This idea might prove 
very effective in commerce work. So many of our students are lacking in 
first-hand knowledge of business that experience should add greatly to the 
interest and benefit derived from school work, and likewise should better 
prepare them to choose jobs upon graduation and to serve creditably in 
tasks undertaken. 

In the past our branch of the teaching profession had little to build upon. 
The field of business was lacking in literature, in magazines and mediums 
for the interchange of experience, and without associations or organizations 
of any kind. But gradually during the years trade magazines and business 
literature made their appearance and became increasingly important. Early 
teachers were establishing certain fundamentals in connection with their 
courses, material for which was derived from those engaged in commercial 
work. Scientific thought along business lines was stimulated. Books were 
written. Today we have an excellent body of literature which covers the 
field and many very good textbooks. As teachers we have had an exper- 
ience extending over a number of years. Some of our work is even yet experi- 
mental; our courses are not so well organized as they will be later; we are 
not entirely agreed upon methods, but we are making progress. Recent 
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Professor E. E. Day, of the University of Michigan, pleaded for a 
clear-cut differentiation between business courses and courses in economics. 
In the latter the public policy point of view is emphasized, while in the 
former the subject matter should be considered with reference to private 
enterprise organized for profit. The effective teaching of both economics 
and business will be greatly promoted if the aims and purposes in the 
teaching of each be clearly differentiated. He advocated a greater use of 
the problem method in the teaching of business. 

Professor F. H. Knight, of the University of Iowa, said that the main 
result of his wrestling with the teaching of Principles of Economics (to 
which subject he limited his remarks) was to impress him with the necessity 
of making some approach to scientific answers to the various problems in 
volved, all of which are now almost entirely on a plane of subjectivity and 
guess-work. 

He said that in regard to methods, the point uppermost in his mind was 
two-fold. In the first place, our students do not know enough about the 
facts of economic activities and relations to attack effectively the problems 
of theory and of policy in connection with them. The second aspect is 
that general exposition of theoretical reasoning is largely a waste of time 
and effort anyway; oral haranguing is almost entirely futile, and the 
printed page not much better for this sort of material. A few students 
have enough imagination and power of abstraction to follow a piece of 
economic reasoning; the overwhelming majority simply do not. Two con 
clusions follow. Systematic exposition, whether by lectures or readings, 
should be practically limited to descriptive material, of which we need to 
use more than is generally employed. In connection with this, the only 
way to develop grasp of principles and ability to use them is through the 
solution of problems. The effective method will be more along the lines 
on which mathematics has always been taught, exposition being limited to 
brief statements, usually in connection with illustrative exampies, and the 
great bulk of the work of the student concentrated on problems. The prep 
aration of the problems is the main job, and a much harder task than has 
been assumed by the authors of published material of this sort. 

Professor Ira Cross, of the University of California, took issue with those 
who believe that the problem method can be successfully used in the teaching 
of elementary economics. The successful solution of economic problems 
requires a background of training and experience which most of the ele 
mentary students of economics do not have. Moreover, elementary eco 
nomics is taught much more successfully than the critics of our present 
methods would have us believe. 

Professor J. E. LeRossignol, of the University of Nebraska, said that in 
teaching economics, the basic science of business, we should first of all give 
the students a knowledge of the economic environment and an insight into 
the structure of economic society. After that, we should explain how the 
machine works. In other words, we should teach the anatomy and physiology 
of the body economic, in proper relation to all the other social sciences, 
but without too much stress, at first, upon the so-called social point of view 

Professor LeRossignol said that in the University of Nebraska the for 
mer task is attempted in the first year’s course in Introduction to Economics, 
and the latter in the second year’s course in Principles. 

Professors Hayes and Maynard, of the Ohio State University; Professor 
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it was taking on professional characteristics for the following reasons: 
(1) The recognition that business consists of a body of fact and prin 
ciple, much of which can be taught; (2) The increasing encouragement 
of science, the increasing use of the results of science, and the increasing 
dependence upon the scientific method; and (3) The increasing emphasis 
upon the goal of service to society under terms formulated by a code of 
ethics. The codes developed by various business bodies, such as the 
United States Chamber of Commerce, serve as belated evidence of the 
change that is taking place in the standards of business. 

With these facts in mind he indicated that colleges of commerce should 
endeavor to contribute toward the elevation of business management and 
to thorough and comprehensive work. Professor Willits pointed out that 
undergraduate training could well devote itself to general educational 
work along cultural and business lines, leaving the graduate school to offer 
professional work of a concentrated kind to aid the student in becoming 
expert in particular businesses of industries, and in their successful manage- 
ment and operation. The advantages of having schools specialize in grad- 
uate work along lines suggested by their opportunities, faculties, and 
environment was made clear, as well as the desirability of carefully select- 
ing the student body to which these educational advantages would be 
offered. Of course this program would involve the need of a more systematic 
and exhaustive collection of materials for instruction than has generally 
been done, and the development of new methods of instruction that will be 
analagous in their results to the case work of the law schools and the 
clinical work of the medical schools. Two years more of purely didactic 
instructions would be fatal. 

Mr. J. J. Garvey dealt with the efforts of a large industry, the Western 
Electric Company, to adapt the college-trained man to business. He 
stated that industry expects colleges to conduct their work in such a manner 
as to train their graduates in the fundamentals of their respective courses. 
He emphasized the fact that the industries are only concerned in adding 
to this training the required background of company information and ex 
perience. It was his opinion that it is essential for the young graduate 
who enters the large company to do so through a training course. No 
other method is so favorable to a comprehension of the human relations, 
company interests, and a broader knowledge of the business. This 
training should consist of production work in the fundamental departments 
of the group for which he is being trained, with supplementary assign 
ments to associated organizations, a knowledge of whose work is important 
in this basic training. It is a mistake to think that merely long experience 
and excellent skill in one branch is going to qualify young men for executive 
positions. 

All of the papers made definite and helpful contributions which were 
well received. Each approached the general topic from a different angle, 
as a result of the widely different experiences enjoyed by the speakers, 
which made them particularly interesting and stimulating 
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STABILIZATION 


Work1nc, Chairman’ 

he discus t on monetary stabilization was centered 
on the question rol Provide Adequate Monetary Stabili 
zation during the > ['wenty Years?’ Specific subjects for discussion 
under the gene n with a view to discovering whether 
existing and pri pplies of monetary gold are likely either to 
prove inadequat business on the present price level or per 
haps to prove si threaten a period of inflation. 

Professor Ha University, undertaking the difficult and 
uncertain task probable future supplies of monetary 


gold, arrived at neglecting possible changes in Russia 
the present level of prices in terms of 


ntinue for the next ten or twenty years 


and assuming 
gold, producti n 


close to the ley n the output amounted to $366,900,000. It 
appears unlike! be any notable improvements in technical 
methods of min ting gold, or any marked change in the amount 
of gold recovered i while new discoveries are likely to about 
balance the eff 1ustion of present sources of supply. Russian 
production he ex rease by about $8,000,000, bringing the total 
annual producti t 5,000,000. 

The net absorpt old in the industries and the arts appears likely 
to remain near tl! 3, when it amounted to $152,200,000, leaving 
an annual supply f se of about $223,000,000. 

Mr. N. T. Ba Rhode Island, rose to say that his studies 
in physical chemist m to believe we must not overlook the possi 
bility of development thods of transmuting other metals into gold. 

Professor Irvii f Yale University, considered the demands 
likely to be mad n countries for additional gold supplies to in- 
crease the stabilit present currencies. The group of countries in 
which the value of the 1 tary units now range between 66 per cent and 22 
per cent of their | value are not likely for a long time to return 
to a gold standar the gold basis at the old level would involve 
too heavy a cost ed burden of existing debts, while resumption 
of specie paym« present gold value of their currencies would 
involve acknowledg t which they are not willing to admit. 

The only count may be expected to make demands upon exist 
ing gold suppli se currencies are at or near par, and those 
whose currencies | preciated that they have been repudiated or 
are likely soon t Of these, only England in the first group and 
Germany in the ( i make heavy demands for gold. Motives of 
economy and the ling means to pay for the gold are likely 
to prevent consid rea ) the gold holdings of either England or 
Germany The plus stock of gold in the United States, 
amounting to ove 0 is likely to be further increased and presents 
the menace of poss rious inflation 

Dr. W. F. Gepl president of the First National Bank in St. 

*The Chairman i i ition to Professor C. O. Fisher, of Wesleyan Uni- 
versity, for careful the discussion from the floor, without which this sum- 
mary must have be adequate. 

*In the absence of | r Hastings, his paper was read at the request of the 


Chairman, by Profé L. McCracken, of Penn College. 
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Louis, viewed the possibility of restoration of the gold standard in foreign 
countries more optimistically than Professor Fisher, but on other grounds 
arrived also at the conclusion that we need not anticipate embarrassing 
drains on our gold supply. Since 1914 the gold holdings of the world’s 
principle banks of issue have increased from about $5,000,000 to well over 
$9,000,000. Russia, Germany, and Belgium are the only important countries 
in which the gold holdings of the state banks have decreased. The Bank 
of France has 50 per cent more gold than in 1914, while in England, 
Denmark, Norway, Sweden, Switzerland, Spain, The Netherlands, and 
Japan, gold holdings of the state banks have more than doubled and in 
some cases almost quadrupled. The reserve ratios of most European 
countries are low in terms of the face values of the notes outstanding, 
but if the value of the notes is calculated at the current rates of exchange, 
most European countries show very little change in the gold coverage, 
while some show a substantial increase. 

Another factor to be reckoned with is the substantial improvement in the 
world’s monetary mechanism. The increased centralization of control of 
bank credit policy in many countries and the possibilities of maintaining 
a stable currency with a relatively small gold basis, as demonstrated by 
English experience, open up possibilities of substantial economies in the 
use of gold. Exports of gold in the near future may be considerable, but 
will probably fall far short of a billion dollars. 

Dr. B. M. Anderson, Jr., economist of the Chase National Bank, New York 
City, objected to the assumption that prices are determined by the quantity 
of money and credit. Holding that money is the backbone of our economic 
system, too many economists take the attitude of the chiropractor who would 
cure all ills by manipulation of the backbone. The important need at the 
present time is for federal reserve rediscount rates to be brought above the 
market rate. 

Mr. D. M. Frederieksen, president of the Scandinavian Canadian Land 
Company, Minneapolis, Minnesota, suggested the importance of the labor 
situation in preventing return to a gold basis in European countries. 

Dr. E. A. Goldenweiser, statistician for the Federal Reserve Board, 
Washington, D. C., discussed the forces now affecting international gold 
movements and possible future influences. 

Colonel Ralph D. Hess, member of the staff of the Reparations Com 
mission, emphasized further the possibilities of maintaining an adequate 
currency upon an extremely small gold basis, citing the experience of 
merchants of Holland and Germany in establishing a sound currency for 
international trade with an insignificant gold basis. The supply of gold 
available need have nothing to do with the level of prices. 

Dr. W. Randolph Burgess, assistant federal reserve agent, New York 
City, considering the probable rate of increase in the gold supply necessary 
to care for the needs of business at a constant price level, gave a most 
careful analysis of the factors involved, and arrived at the conclusion that 
whereas the rate of increase necessary in the past seems to have been very 
close to 2.8 per cent a year, a lower rate will obtain for the future. Factors 
to be considered are the tendency toward a decrescent rate of growth of 
industry and trade, changed European conditions due to the war upheaval, 
probable changes in the ratio of bank deposits to gold, and perhaps even 


"In the absence of Dr. Burgess his paper was read by Mr. George B. Roberts, 
manager of the Reports Department of the New York Federal Reserve Bank. 
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certain chang t locity of deposits. When the possible heavy 
demands of th .djustment are over, the needs of business will 
probably be met »f increase of approximately 2 per cent a year. 

Dr. Joseph S lirector, Food Research Institute, Stanford Uni 
versity, warned hr possible errors in the calculation of world 
surplus or short 1. The United States surplus gold reserve is 
not correctly no the surplus reserve of federal reserve banks. 
On the one hand, t placement of federal reserve notes by gold certi 
ficates has added lly to our unessential gold holdings; on the other 
hand, we should he assumption of a normal reserve ratio above the 
legal minimum European demand for gold should be estimated not 
on the basis of | 11 needs, but with due reference to the quantities 
which Europea ire likely to believe desirable. 

Dr. Nicolas D. | tieff, director of the Institute of Economic Re- 
search. Moscow, | 1ve a summary, all too brief on account of the 
lateness of the f the collapse and subsequent stabilization of the 
Russian curren R 1, he believes will eventually return to the gold 
standard and will find it necessary to import large quantities of gold. 


FOREIGN SERVICE TRAINING 


L. Bocart, Chairman 


A very suce¢ | animated conference on foreign service training 
was held by a sn p of persons specifically interested in this topic. 
About twenty-fiv ns were in attendance. Papers were read by Messrs. 
H. C. Kidd, Univer f Pittsburgh; R. J. Ray, Northwestern University ; 
Edmund A. Wal Georgetown University; and R. S. Tucker, Bureau of 
Foreign and Domestic Commerce. Brief summaries of these papers follow. 

At the request of Dr. Swiggett, Professor Kidd presented to the con- 
ference group a f the report, as given below, of the Committee 
of the National ‘ n Foreign Service Training on the subject, “A 
One-Semester ( 1 Foreign Trade.” The Committee was composed 
of Professor Ha [osdal, of Harvard University, Professor Anton de 
Haas, of New Y I rsity, and Professor Kidd. 

Course One. | ise in colleges of liberal arts as a course of general 
character, with suff e devoted to the practical, applied aspect of foreign 
trade to give the st t an appreciation of the problems arising in foreign trade 
and of the pract of the theoretical considerations which form the 
principal part of 15 weeks of 3 one-hour periods.) 

1. The theory trade (2 weeks.) (a) The economic basis for foreign 
trade: (1) Territoria »f labor; (2) Natural resources as a factor; (3) So- 
cial and economic [Theories of international trade and their develop- 
ment. (May inelt torical survey of the development of foreign trade in 
order to place the t cerning foreign trade in their historic setting.) 

2. Internationa policies. (4 weeks.) (a) The components of in- 
ternational comn olic Absolute and relative measures, restrictive and 
promotive. The r erchant marine and of inland transportation to the 
general commercial | , country. (b) The commercial policies of the leading 
nations. Historic f the development of the commercial policies of the 
United States, Ex d, France, Germany and Japan. 

3. Structure and fu oning of foreign commerce. (7 weeks.) (a) Market or- 
ganization: (1) R material (2) Manufactured products; (b) Buying and 
selling: (1) Market 2) Organization and management of sales force; (3) 
Advertising and catalog 4) Problems of the importer. (c) Transportation and 
communication: ser i) Financing foreign trade: (1) Principles of foreign 


exchange; (2) 7 lure in financing foreign shipments. (e) The tech- 
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nique of the customhouse: Technical procedure of importation and exportation of 
goods. (f) Risks: (1) Methods of protection against the risk of loss or damage of 
goods; various insurance contracts; (2) Protection against the credit risk: Credit 
information: credit insurance. 

4. Regional studies. (2 weeks.) Differences in social, economic, and legal struc- 
ture of the principal trade sections, Europe, Far East, and Latin America illustrated 
by examples drawn from a few selected countries. The purpose of this section is 
to cultivate an international point of view. The subjects studied in other parts of 
the course may here be summarized and placed in their proper relation to give a 
balanced picture. 

Nore.—The study of foreign trade and its problems should follow courses such 
as elementary economics, economic history, or financial history. A course in foreign 
trade therefore may form a part of the curriculum in every subdivision of the 
school of commerce. The general student, the student of accounting or finance, 
rather than the foreign trade student should take Course One. 

Course Two. An introductory course to applied courses in foreign trade offered 
by collegiate schools of business, for example, the organization of foreign trade, 
ocean shipping, marine insurance, tariffs and customs procedure, foreign exchange, 
foreign marketing of raw materials and manufactured goods, and specialized re- 
gional courses. 

1. The theory of foreign trade. (Expanded to 3 weeks.) 

2. International commercial policies. (Expanded to 6 weeks.) 

3. Structure and functioning of foreign trade. (Condensed to 1 week. This 
course would merely point the way to the more technical and advanced courses 
and would touch upon the applied aspects of the subject only in so far as it is 
necessary to make clear to the student the relative importance and the interrelations 
of the applied subjects.) 

4. Regional studies. (To be expanded to 5 weeks. This part of the course 
again should form an introduction to the specialized regional courses in this de- 
partment.) 

Note:—The time to be devoted to each section of the course will to a large degree 
be determined by the specialized courses to which it forms the introduction. 
Where specialized courses cover the work of a given section the course under dis 
cussion should not aim at informational instruction so much as at giving the student 
an appreciation of relations. 

Course Three. A short course for evening students where the main emphasis 
should be laid upon the applied aspects. The other sections, however, should not 
be neglected. For this reason it is suggested that the time to be devoted to each 
section be distributed as follows: 

1. The theory of foreign trade. (1 week.) 

2. International commercial policies. (1 week.) 

3. Structure and functioning of foreign trade. (8 weeks.) 

4. Regional studies. (5 weeks.) 

In courses two and three the general plan of the first course is maintained. The 
only changes consist in expanding and contracting the subjects included in course 
one. 


Professor Ray in the time allotted to him confined himself to under- 
graduate and graduate university training in international trade. He 
said that the objectives of university foreign trade instruction are both 
theoretical and practical. 

The practical objectives include four distinct branches. The first branch 
covers the international sales contract, the methods and problems of the 
physical delivery of goods, and the practices and problems of payments. 
The second branch covers the business policies and problems of exporters 
who are interested in foreign sales expansion. The third branch includes 
the business policies and problems of aggressive importers. The fourth 
branch deals with the “regional” courses in foreign trade. 

There is little place in the small college for a course on international 
trade. Several institutions which are now offering one course on foreign 
trade—even though it be a three-hour course throughout the year—are 
making the educational mistake of spreading too thinly the subject-matter of 
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theory and of tl t fields. The textbooks designed to cover the 
whole field of f le that have appeared since 1919 are unsatis- 
factory, primaril f this spread. 

On the other han patent that some institutions have gone too far 
in the instructional livision of foreign trade. It is a mistake to keep 
the ordinary man it re more than four years; he needs hard knocks; 
the sooner he gets t the better. It is also a mistake to make his 
four-year curricu balanced. College men need liberal arts work 
during at least | he t spent in a four-year course. Moreover, if 
the student intends foreign trader and not a university instructor, 
he should not be a to do graduate work. The graduate school may, 
however, be of sex student who did not take foreign trade as an 
undergraduate. There are strong arguments for the deferrence of foreign 
trade study until after tudent has received his Bachelor’s degree. 

Professor Ray nly to mention other considerations. Problem 
books are high] : ntruments of instruction, but should be 
supplemented by Students need contacts with practical 
men in foreign tr ffective means of securing these contacts is a 
university foreig b at whose dinner meetings practical men are 
invited to speak ; nts often follow up these contacts by calling at 
the business offx n 

Dr. Walsh sa w pedagogical attitude needs to be cultivated 
in the matter of training for foreign service. He asked if it was 
not possible to aj lern university methods to this branch of education, 
with the ultimat f raising the foreign service, especially of the 
United States, to t rank as the other learned professions. 

Dr. Walsh sai two approaches to foreign service training. 
The first is thro t ng mester course as a part of an arts and 
science curricult terpretation regards a knowledge of foreign 
affairs and foreign t1 rely as part of the intellectual equipment of a 
well-educated b second method is to accord foreign 
service training n the university or college, creating, if 
possible, a sepa ty and a specialized and developed curriculum 
The first method t be the only practical approach feasible in 
most educational Where the second is possible, the educational 
program is capal livision and care that is accorded to medi 
cine, law, and 

The curriculu foreign service as a permanent profess 
ion; hence, should D] : cultural background furnished by at least 
two years of coll The last two years may then profitably be 
devoted to the his | and technical subjects entering into inter 
national relations reign trad 

Laboratory met 3] 1 occupy a major position in the curriculum. 
The laboratory f 12 skill in international relations and foreign 
trade is the world lence, provision must be made for foreign travel and 
study of foreign ind peoples. For this purpose, the Georgetown 
School of Foreign § from its foundation, has every summer sent 
groups of students t gn lands for the purpose of learning the meaning 
of economic fact w to interpret them. Their reports and the 
various theses foun on this overseas laboratory work form a rapidly 
growing section of the Georgetown Foreign Service Library. 


Dr. Walsh pr led to illustrate the work of the School of Foreign 
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Service by detailed statistics of entrance requirements, curriculum, and the 
overseas activities in foreign countries. He explained the exchange system 
between the School of Foreign Service and one of the leading German trade 
schools now in process of development. 

Dr. Walsh stressed the imperative need of textbooks particularly adapted 
to foreign service training. He said that efforts are being made by the 
faculty of the School of Foreign Service to supply this gap in the curriculum. 

Mr. Tucker said that the chief criticism directed against the graduates 
of foreign service schools, both by directors of government offices and by 
business men is not so much a criticism of these schools, as it is of our 
whole system of education. In this, Mr. Tucker referred to the students’ 
woeful weakness in English composition and spelling. 

Mr. Tucker said that another subject, however, in which many graduates 
are inadequately trained, and for which the blame must be shared by the 
foreign service schools, is commercial geography, not only that of foreign 
countries but also of the United States. Instead of approaching the 
subject solely from the commodity point of view, the method of regional 
study is recommended for the advanced course. This should not be merely 
descriptve, but analytical, taking up the physical reasons for each country’s 
present economic situation, and the possibilities of deve'opment, consid 
ering the climate, the soil, and the inhabitants. It would be difficult to 
overemphasize the importance of soil chemistry and meteorology in this 
connection. 

The importance of foreign languages is generally admitted, but there is 
some dispute as to which language or languages should be taught. Judging 
from the reports that are sent in to the Bureau of Foreign and Domestic 
Commerce by its representatives abroad there is no question but that, out 
side of Latin America, French is the most important. A reading knowledge 
of French is very useful in studying conditions in still other countries, 
such as Sweden and Russia, where a large number of official documents are 
regularly published in French. Judged by the volume of our exports in 
1923, the languages run in order of their importance as follows: Spanish, 
French, German, Japanese, Italian, Chinese, Dutch, Dane-Norwegian, and 
Portuguese. 

Mr. Tucker said that in spite of the fact that all foreign service schools, 
as far as he was aware, require at least one course in general economics, 
there is a surprising number of their graduates who do not understand 
such important theoretical points as the difference between cost and price, 
the fixation of monopoly prices, the impossibility of a general over-pro 
duction, and the nature of invisible imports. 

The courses in banking and foreign exchange, on the other hand, are 
perhaps too theoretical. Many students know nothing about the practical 
and legal details of drafts and discounts, nor the customary terms of credit, 
nor the sources of information concerning foreign exchange quotations. 
Every student should acquire such a knowledge of accounts as to enable him 
to read a balance sheet or bank statement understandingly, and also should 
know enough about public finance to interpret the budget of the country 
with which he is doing business. Students should know enough about 
statistical methods to be able to prepare intelligent reports involving the 
use of charts and averages. Although a knowledge of almost any kind of 
history is of great cultural value, the history which will be most helpful to 
the man engaged in foreign trade is the history of the last ten years. Two 
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other subjects med as useful to every one—typewriting and 
commercial law 

Some of th tica ubjects offered in school, such as office 
management, s! nethod tc. are of little value unless the students 
have had some n real business. Even the more abstract subjects 
can be better understood after the student has had a little office experience. 
Consequently it w un excellent plan for all students to work in an 
export or import | heir vacations or else before their senior years. 

Generally spe x the most important contribution of foreign service 
schools—the reason why their graduates might expect to be more successful 
than men who me: rn by doing’’—is the training they can give in the 
broader, more abst t, features of foreign trade. To develop the students’ 
powers of analy and perspective, and to acquaint them with the sources 
of information t peculiar task of such schools. The students must 
learn the details of their own tasks after they have chosen those tasks, and 
as the details va time to time and place to place. 

The discussior papers centered about the following points: (1) A 
description of the 1dvanced and specialized work given at some of the 
institutions in wl the teaching of foreign trade extends over two years 
or more; (2) the need for a better knowledge of foreign languages, and the 
best methods of instruction; (3) the training of teachers of foreign trade 
subjects; (4) the desirability of graduate study; (5) how far speciali- 
zation should be 1 in undergraduate work; (6) methods of training 
in the foreign field itself. The following persons participated in the dis- 
cussion: Professo1 L. Bogart, University of Illinois; Professor H. T. 
Collings, Universit f Pennsylvania; Professor H. C. Kidd, University of 
Pittsburgh; Prof F. E. Lee, University of Maryland; Mrs. J. Hamil- 
ton Lewis, Chicas Professor S. Litman, University of Illinois; Professor 
R. J. Ray, Nort University; Professor C. F. Remer, Williams 
College; R. S. Tucl Washington, D. C.; and Dr. E. A. Walsh, George- 


town Universit 


HIGHWAY ECONOMICS 


O. Ruaeues, Chairman 


The discuss ting centered around the following phases 
of highway ec Highway Transportation Courses—Their Place 
and Content,” by Dr. C. L. Raper, Syracuse University; “Transportation 
Facts as Illustrated a Survey of Cartage and Trucking in the Chicago 
Area,” by Prof: C. Sorrell, University of Chicago; and “The Field 
of Research in H Economics,” by Professor A. N. Johnson, Univer- 
sity of Maryland 

Dr. Raper sta that since the movement of people and their products 
is an essential f »f civilized life, colleges should offer courses 
dealing with suc! ntial functions. He believes that inasmuch as high- 
way transportati: both an engineering and a business proposition, 
the engineering | should give a course or a series of courses in high- 
way transportatior iling especially with problems of location, con- 
struction and maintena »f the highway; and that the school of business 
administration ild give a course or a series of courses in highway trans- 
portation dealing with the use of the highway, the traffic of the highway 


and the financir f highway construction and maintenance. More 
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specifically the courses in highway economics, according to Dr. Raper, 
should give adequate consideration to the following: the vehicle, the routing 
of the vehicle, the cost system for operation and maintenance of the vehicle, 
the rates and the factors which make rates, competition between highway 
service and other carriers; the extent to which the highway vehicle should 
be defined in law as a public carrier; how far the highway operator should 
be made to pay for the construction and maintenance of the road; and how 
far the taxpayer should be made to pay for the construction and mainte 

nance of the road. 

Dr. Raper would have the largest possible codperation between the high- 
way carriers and the railway carriers. He does not believe that sharp 
competition between these two types of carriers is good for the carriers or 
for the public, and he thinks that the action of some of our eastern railroads 
shows appreciation of this fundamental fact. 

Professor Sorrell pointed out that highway transportation research, like 
commercial research, has had a rapid, though recent growth; that beginning 
with technical research in the adaptation of the automobile to the highways, 
it next turned to traffic research when the construction of roads on a large 
scale became assured. He maintained that research in the latter field is 
essential in order to make possible the proper planning of highways. The 
recent Survey of Cartage and Trucking in Chicago represents another 
type of research, at least so far as the Bureau of Public Roads is con 
cerned. 

According to Professor Sorrell, such a survey would seem to serve the 
following purposes: (1) It would reveal the general economic conditions 
existing in the field of cartage, such as the legal status of firms, amount of 
equipment possesse d, its value, the gross income, extent of specialization 
found in the field, tendencies toward concentration, if any, and so on. (2) 
If pursued far enough, it might secure standards of good practice in the 
administration of cartage enterprises, which might be helpful to the 
industry itself. (3) It might serve to educate the patrons of these firms 
regarding this form of transportation, and thus serve to create a better 
feeling between shipper and carrier. (4) It could determine whether 
any problems existed within this field of transportation that would seem 
to call for government aid in their solution. (5) And it also seemed that 
some knowledge of the business of cartage and trucking as actually 
carried on might prove helpful to the builders of highways in carrying 
out their programs. 

The following examples were presented as illustrative of the data 
obtained on cartage firms in Chicago: 

1. Legal status of 182 reporting firms: individual member firms 80, 
partnerships 28, corporations 74. 

2. Commercial cartage firms numbering 122 report an aggregate of 
1,312 gasoline and electric trucks; and 1,390 horse-drawn vehicles. Aver- 
age number vehicles per firm is thus about 22, but if all cartage firms 
were included, the average would be considerably smaller. 

3. Commercial cartage firms chiefly employ 314-1-5-2!4 ton trucks, 
and two horse drays. They employ few electrics. 

4. The aggregate investment in rolling stock reported by 119 firms 
is about $4,300,000; and the aggregate gross revenue reported by 97 
firms in 1923 is about $9,600,000. 

5. The aggregate number of employees reported by 121 firms is 3,004. 
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Professor Johns t work to be done involves the co- 
operation of engir ts; that engineers are giving much 
attention to certai m; and that notable work has been 
done by few ect | most emphasis on the need for 
research and analy structure that underlies highway 
t ssed that to this problem a much 
larger their attention. 


transport 


Further discus i chw ay economics was presented 
by the following p McKay, Bureau of Public Roads; 
H. R. Trumbower, | is; J. M. Linforth, Goodyear Tire 
and Rubber 1} n, Highway Education Board; and 
Harold Hotelling, | te of Stanford University. 

Mr. McKay dis problems involved in coédperation 
between the n t Public Roads and the highway 
truction and in making proper pro 
vision for road mair Hi 1intained that it would be necessary to 
have careful studi lem of taxation of benefited property 
and of the axatic for the use of the road, if we are to 
have an equitable d rden of road construction and road 
maintenance 

Mr. Trumbower rveys as that of Cartage and Trucking 
in the Chica 
salient facts and ir to the character and scope of the 


departm« nts 


go area bl nly because they bring out certain 


motor truck busine I jlitan area but also because such a survey 
develops methods of which can be followed in making similar 
investigations in ot! t ountry. Mr. Trumbower believes 
that the subject of | ‘tation lends itself readily to research 
investigations, wh on by students in transportation 
courses such as Dr. |] ed; that it is necessary, in order to 
comprehend thorough m of highway transportation and high 
way finance, to collect a at deal more data than have been gathered up 
to this time; that stu llege courses can very profitably be assigned 
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subjects relating to highway traffic and highway finance, which will not 
only give them an opportunity to make field investigations but will give 
them a share in presenting research data which will be of value to those 
who are working out problems of this character. 

Mr. Trumbower indicated that highway transportation is a subject in 
which not only those who are concerned with highway transportation are 
interested, but that it is also a subject which is receiving serious con 
sideration at the present time on the part of our railroad transportation 
companies. He believes that the terminal problem is one of the most serious 
which confronts our railroad executives. He pointed out that the use of 
the motor truck in the terminal area and for the transportation of freight 
for short distances has not only been suggested, but that certain railroads 
have been and are now making experiments along these lines, which will 
doubtless be used as guides by other carriers. 

Mr. Linforth pointed out the importance of the rubber industry in high 
way transport problems. 

After reviewing the progress of early transport methods, he pictured 
the part played by the pneumatic tire in the development of passenger 
automobiles and trucks. The motor like every form of transportation 
preceding it has as its ,reutest asset the saving of time, largely brought 
about by the pneumatic tire which enabled the vehicle to go faster and at 
the same time, through the reduced vibration, lessened the cost of main 
tenance of the vehicle. According to Mr. Linforth, the experience gained 
through the manufacture of passenger tires up to a 414 inch sectional 
diameter enabled tire makers to go all the way to tires of 12 inch cross 
sections, thus providing for the development of commercial vehicles shod 
with “pillows of air’ with a corresponding cushion for the road and the 
load. He pointed out that the rubber industry is keenly alive to the prob 
lem of highway development and that they are continuously developing 
tires with the greatest resilency and cushioning qualities, at the same time 
providing greater resistance to wear as a factor in the reduction of operating 
costs for the road users. 

Mr. W. C. John pointed out the need not only for formal instruction in 
the field of highway economics, in the public schools and the higher edu 
cational institutions, but for conferences on different phases of the subject 
held under the auspices of various learned societies, and through the 
codperation of such organizations and the state and national governments. 

Mr. Hotelling raised some questions concerning the wisdom of aban 
doning some roads altogether and concentrating construction of hard sur 
face roads on the minimum number of main roads necessary to serve a 
given community. 

The round table adopted a motion providing for the appointment of a 
committee of five members, including the chairman of the meeting, to 
coéperate with the Bureau of Public Roads, the Highway Education Board, 
and with learned societies interested in highway economics, to encourage 
instruction in this subject in the schools and colleges and to encourage 
research within the field. 
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In other words, traditional doctrine asserts that men will act in a 
irticular manner but most of them behave in a very different way. 
Obviously there is need to revise theory to fit the facts. 

But the conflict between theory and the facts raises broader issues 
han the necessity of restating doctrine within a limited field. The 
ittitude of workmen toward output and costs is indicative of a serious 
breakdown of competitive exchange as a method of organizing and 
stimulating production. Yet no characteristic of economic theory 
since the days of Smith stands out more prominently than its pro 
found faith in competitive exchange as a method of industrial organ 
zation. So complete has been this faith that theorists have not felt 
the need of studying how well competitive exchange performs the 
function of organizing industry. In consequence, though scores of 
works have appeared on distribution, there does not yet exist a compre 
hensive treatise on the theory of production. Recent years have 
witnessed growing interest in production and the foundation stones 
for a general theory are at last being laid. Some of the work of 
Veblen, the investigations of the business cycle, much of Clark’s work 
on indirect costs, and, to some extent, the recent studies of motives 
and motivation may be regarded as steps in the creation of a general 
theory of production. 

The unsatisfactory attitude of workmen toward output and ‘costs 
emphasizes the need for the development of a comprehensive theory 
of production. If, in this particular instance, competitive exchange 
fails to work, as theorists assume it does, are there not probably other 
cases in which it is no more satisfactory as a device for organizing 
production? There would scem to be need for a comprehensive study 
of the problem of organizing production in connection with which 
competitive exchange would be examined as one of many _ possible 
methods and an effort made to ascertain under what conditions it will 
operate satisfactorily and to what limitations it is subject. This 
paper aims to make a limited contribution to a general theory of 
production by offering an explanation of why competitive exchange 
has fallen short as a method of interesting workmen in output and 
costs and by seeking to ascertain what conditions must be present 
if competitive exchange is to work satisfactorily 


II 


The prevalent unit in compensating labor has been the individual 
workman. When this is so, the principal conditions which must be 
present if competitive exchange is to interest wage earners in output 
and costs are: (1) ability on the part of managements to base the com- 
pensation of each employee upon his performance; (2) willingness 
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on the part of the managements to do this; and (3) willingness on 
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ployed by 175 manufacturing establishments, 78,837 or 35.8 per cent 
were paid by the piece, 28,173 or 12.7 per cent were paid a bonus or 
premium, and 113,526 or 51.5 per cent were paid on a time basis. 
From these data, it is a conservative estimate that, under the existing 
state of technique, measurement of individual output is impossible or 
impracticable in the case of one-third of the jobs in the manufacturing 
industries. 

Quality of work can be measured to a limited extent by the pro- 
portion of pieces which fail to pass inspection. But not infrequently 
it is impossible to determine responsibility for defective pieces because 
the work of several men is thrown together before reaching the 
inspector, because of doubt as to whether a defect is the result of 
workmanship or materials, or because several men may have handled 
a piece and it is impossible to discover who was at fault. But basing 
compensation for quality upon the proportion which fails to pass in- 
spection, gives the workman an incentive only to get his work accepted 
b: the inspector. Often, however, it is desirable to have the quality as 
perfect as possible. But to induce the best possible work requires that 
tie compensation of each man be based upon the average quality of his 
output. This necessitates that at irregular intervals a large number 
of pieces be individually measured and the average computed. This 
is usually prohibitively expensive. Hence we must conclude that com- 
petitive exchange is, as a rule, capable of stimulating women only to 
do well enough to satisfy the inspection and that frequently it is 
incapable of doing even this. 

Responsibility for the breakage of equipment is easily ascertained 
as long as only one man uses each piece. But when several men use the 
same equipment, as in the case of buildings, locomotives, railroad cars, 
and in the case of machines when the work is not minutely subdivided 
or when there is more than one shift, responsibility for out-of-order 
equipment often cannot be assigned. Still more difficult to determine 
is the wear and tear which does not result in definite breakdown but 
which affects the depreciation rate. Nevertheless, the influence of the 
operator upon the life of an expensive machine is of great importance. 
Each worker’s consumption of light and power can ordinarily be 
ascertained if the management cares to undergo the expense, but the 
cost is usually prohibitive. This is also true of materials, but occa- 
sionally, as in the case of cutters in the shoe and clothing industries, 
measurement is feasible and a bonus is paid for saving material. 

Finally, we come to the possibility of measuring the attitude of men 
toward their work and the management. The difficulty here is that 
when the men know that they are being graded, they maintain the 
appearance of being interested in their work and well disposed toward 
the management. The very policy of rewarding certain attitudes 
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suggestions wage earners are capable of making. A manufacturer 
of rubber goods, however, found that the annual saving from the 


suggestions received from employees and adopted during 1922 was 


%56.055, during 1923, $84,000, and during the first quarter of 1924, 
$62,974. Nine-tenths of the suggestions come from factory workers. 
Many equally striking cases could be cited. 

Traditional doctrine assumes that business executives faithfully 
represent the interests of their enterprises. But the officials who 
determine labor policies often have only a limited interest in output 
and costs. Dealing with workmen in most plants is still principally 
in the hands of the foremen. Most foremen are overworked. Further 
more, they are men of limited ability. The next step in promotion, 
from department head to head of a division or to superintendent of 


the plant, is such a big jump that the average foreman never expects 


to make it. In fact, so greatly do his multifarious duties tax his 
ability, that he is more concerned about keeping his job than about 
getting a better one. Finally, the foreman is primarily concerned 
with immediate results. The general manager can afford to think of 
next year, but the foreman must concentrate upon how to get this order 
out tomorrow and that one on the day following. 

What is the significance of these things? The foreman, interested 
in keeping his job rather than in getting a better one, plays safe. If 
he gets out the work with dispatch and keeps costs within customary 
limits, he feels sure of his position. Consequently he is against changes 


which may ultimately reduce costs but which temporarily interfere 


with operations and make his job harder. He is not disposed, for 
example, to encourage efficiency by basing wages upon merit. If one 


man is raised, others are likely to feel that they should be also. If 
they are not, they may in many petty ways cause trouble for the for 
man. He understands this and, in consequence, avoids using wags 
differentials as a device for stimulating better work. No more are 
foremen inclined to use promotion as a means of rewarding merit. 
Indeed, the better a man is at a job the more anxious the foreman is 
to keep him at it. The fact that the man performs the operation well 
means that the foreman has one less job to worry about. Finally, to 
certain types of efficiency, such as suggestions for improving methods 
of work, the foreman is often positively opposed. He fears that the 
suggestions may be regarded as reflecting upon his management and, 
as has been explained, he is, as a rule, against anything which disturbs 
the routine to which he is accustomed. 

Managers may not pursue the policy of rewarding merit becauss 
they believe a drive policy to be more profitable. Driving consists in 
inducing workers to do more or better work not by rewards but by 
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I visited a plant in which the adoption of a suggestion system had 
greatly improved the attitude of the men toward their work because 
it enabled them to get rid of many hindering and hampering conditions. 


The policy of rewarding merit may make some men dissatisfied. ‘To 


™ the extent that it does, it is likely to diminish efficiency, for aggrieved 
’ workers often retaliate in ways which are expensive to the firm. The 
t policy of rewarding merit may produce dissatisfaction because, if the 

wages of some men are raised, the others are likely to feel unfairly 
; treated. Mistakes in setting piece rates and job times may create 
’ grievances. When rates and times are set by elemental time studies, 
| errors are likely to favor the employer because in computing the time 
. it is easier to omit elements than to include superfluous ones. The 
experience in the Cleveland women’s garment industry, where, time 
' studies are subject to review, indicates that mistakes in setting. thesi 
; are not infrequent. When piecework or a bonus system is used, 


trouble may result from the fact that the workers’ output and con 
sequently their earnings do not always fluctuate closely with their ex 
penditure of time and energy. Finally, the policy of rewarding merit 
may induce little response from the men because the compensation of 
the workers is only partially in the hands of business enterprises. So 
variable is demand in modern industry that an appreciable number of 
men lose their jobs each year because of no work. Hence, it is not 
surprising that many workmen are keen to make the limited amount 
of work yield the largest possible volum« of employm nt. Essentially 
it is a case of conflict between the individual business ents rprise and 
the economic system, the former rewarding more production, the latter 
sometimes penalizing it. Not infrequently the economic system exerts 
the greater influence. 

Our rapid survey indicates that the effectiveness of competitive 
exchange as a method of stimulating interest in output and costs is 
seriously limited. But what of the future? Are the conditions which 
now impair the efficacy of competitive exchange so permanent and un 
alterable that for many years we may expect to find it only of very 
restricted usefulness as a method of inducing workmen to do their best ? 

For the immediate future the outlook is that competitive exchange 


will become more effective. Managements are rapidly realizing the 
importance of ascertaining the efficiency of labor. As a result, we 


may expect the measurement of performance to be rapidly extended 
by the invention of new methods of measurement and by changes in 
production processes for the purpose of making measurement possible. 
In some cases where it is not feasible to ascertain individual efficiency, 
it is practicable to keep track of the efficiency of an entire depart 
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LABOR SUPPLY AND LABOR EFFORT 


By Exuiorr Dunxvap 
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The experience of almost any industrial concern, especially during 
the recent labor unrest, furnishes examples of the fact that there may 
be many laborers and little effective labor, or few laborers and much 
effective labor, depending upon the amount of effort which the laborers 
put forth. Labor supply, therefore, cannot be considered solely as a 
problem of the number of laborers. In its practical aspects, it is at 
least equally a problem of labor effort. 

In order to secure the maximum of labor effort, all manufacturing 
concerns rely to some degree upon the compulsion which they are able 
to exercise through the power of discharge. In general, they have 
largely employed personal supervision to make this compulsion effective 
But the amount of effort which can be secured through mere personal 
supervision is limited. Perhaps a manager can watch some of his 
workers all of the time, in small concerns perhaps he can watch all of 
his workers some of the time; but in no concern can he watch all his 
workers all of the time. Moreover, in most large concerns the watchers 
themselves are employees, not partners, and if the company relies on 
personal supervision as its main factor in bringing about effort, it must 
trust to the unreliable expedient of vicarious watching. If it does so, 
it will usually find that the watcher needs watching as much as the 
watched and in addition, is much harder to keep under observation. 

On this account more attention is being paid to the compulsion of 
effort impersonally, either by means of accurate records upon which 
promotion and discharge may alike be based, or by means of the various 
forms of payment which make the return to labor a fixed function of 
production. ‘That these methods often bring in large returns above 
the amount of effort which personal supervision is able to secure is 
illustrated by the fact that in our experience the introduction of piece 
rates in one form or other, invariably has brought about a substantial 
increase in production, often reaching as high as 50 per cent and 
sometimes 100 per cent or more. 

But even these improved forms of supervision and financial compul- 
sion, as Professor Slichter has pointed out, leave untouched much of 
the best effort which labor, especially of the higher grades, can render. 
It is extremely difficult, even on fairly routine jobs, to bring all the 
elements of the task under accurate measurement. The measurement 
of certain elements of the task only, obviously tends to an over- 
emphasis by the worker of these elements and a neglect of others. For 
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of voluntary effort from labor,—that is, causing the worker or man- 
agerial employee to want to do his best work—is becoming increasingly 
important as a factor in effective labor supply. 

When striving to bring about effort solely by compulsion, the psycho- 
logical question is relatively simple. All psychological forces but the 
fear of the loss or reduction of earning power are disregarded. The 
problem is solely one of rendering that fear effective. But once vol- 
untary effort is looked to, all the various psychological forces that in 
terplay in the determination of desire must be considered. Especially 
important are those fundamental urges, those deep-seated cravings 
which are common to civilized man. Since these cravings become specific 
through encrustation with habits formed by the infinitely varied in 
teraction of man with his environment, their specific form varies widely 
among individuals. For example, among some laborers the general 
craving for emulation may find expression in a desire to excel in fine 
workmanship; among others the same craving may lead to an equally 
strong desire to excel in conspicuous loafing before one’s fellows masked 
by conspicuous effort before one’s “boss.” The underlying urges, 
being inherent, are common to man and, as far as we know, unchange- 
able. The forms in which they find expression, being created by habit, 
are immensely varied and subject to change as all habits are changed. 

As we come in contact with these cravings of mankind in adult 
man, their encrustation with habit is so complete that it is almost im- 
possible to pierce this shell to examine the true nature of the emotional 
propensity within. Since in industrial work we meet directly only the 
habit crustations, it is not necessary for our purpose to attempt to 
penetrate the mystery of the innate propensities; if we reduce these 
cravings to elemental terms, we may deal with them effectively without 
attempting to decide just what part is habit and what is innate. Speak- 
ing loosely, then, we may say that under modern conditions, in varying 
forms, all laborers, whether manual, clerical, or managerial, have cer- 
tain fundamental urges that broadly express themselves in the following 
elementary desires—to support themselves and their families; to main- 
tain their self-respect as adequate and free individuals; to maintain 
the respect and, if possible, win the esteem or admiration of their 
fellows; to give expression to themselves; and to have equality and 
justice. Such a description is far from complete or exact. Such a 
description obviously includes much of the habit formation as well as 
the innate core about which those habits are formed. It does, how- 
ever, suggest in a crude way, the fundamental urges with which anyone 
who handles labor has to deal. 

These habit-encrusted but fundamental cravings for self-support, 
self-respect, the respect of others, self-expression and justice are the 
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Tort to do good work. Thus the possibility of deserved losing of job 


i 


or opportunity is not a present emotional fear to the average laborer 

it operates only at times of temptation to ease off as a beneficial re 
minder of the need for effort. But the fear of capricious loss of job 
through the whim of a despot-manager, or the fear of fortuitous loss 
of job through epidemics of unemployment are vital present emotional 
fears to all and bring into the present the potential abrupt baffing of 
almost all of the major basic human urges. Under such conditions, 
as has been frequently demonstrated, employees tend to react in the 
blind primitive emotional way. To the fear of capricious discharge 
they respond by a disregard of their work and a propitiation of the 
foreman-despot by gifts and by lip and other personal service. Under 
fear of unemployment they meet the specific approach of slack time 
by making the work last as long as they can and meet the general 
situation both by using the power of organized labor to limit output 
and by employing the even greater power of unorganized class loyalty 
to induce each individual worker to limit his effort. 

This primitive response is equally brought about by the conflicts 
that are so common in the factory and often involve an entire industry. 
For in conflict, the success of one side involves the downfall of the 
other. Accordingly, just as with fear, the imminent possibility of 
baffling the fundamental desires is constantly present and contrasted 
with present or hoped for satisfactions. Men, therefore, struggle with 
the same primitive passion to avoid defeat with its train of disastrous 
consequences that they would struggle to secure relief had the funda 
mental desires actually been bluntly denied. Frequently conflict is 
open, and the employer frankly pits himself against the worker and the 
worker against the employer. Such an open conflict, because it brings 
about the primitive passionate attitude that is regardless of other con 
sequences than immediate success, involves on both sides all the waste 
material, as well as effort, that is always incidental to any form of 
warfare. The extent of this waste has been too obvious an incident 
of the industrial contests of recent years to require illustration. Far 
more common, and perhaps more wasteful, than such open conflict, 
however, is the submerged conflict that usually consists of quiet but 
often thoroughgoing effort on the part of labor to give as little as 
possible and on the part of the management to squeeze as much out of 
labor as possible. 

Such submerged conflict is exceedingly infectious and creeps up from 
the level of conflict between manager and laborer until it affects the 
attitude of executive to executive and its results crop out in various 
forms of inter-departmental sabotage. Sometimes foremen, depart- 
ment heads, and even higher executives show an otherwise undisplayed 
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moulded. If ends can be found which both satisfy economic needs 


and provide an adequate outlet to the fundamental cravings of labor, 
new habits can gradually be formed which will cause the worker to 
utilize these outlets. If the valid cravings of the worker are given an 
outlet and those seeking economically unsound expression are redirected 
toward economically sound ends, in place of facing the powerful emo- 
tional resistance and often antagonism of the workers, and having to 
rely on compulsion to wring from their hands reluctant toil, industry 
may hope to turn these same forces to industrial service. If at the 
same time, care is taken not to relinquish the effectiveness of super- 
vision, this voluntary effort can be added to the effort which com- 
pulsion has brought forth. For, as is frequently overlooked, with the 
present nature of man, justly exercised compulsion and firmly knit or- 
ganization, as well as coéperative desire, are essential to secure the full 
measure of effort. But such broad statements of what to do leave 
untouched the really difficult problem of how to do it. 

For the answer to this question we cannot trust to theory but must 
look to the slower and surer method of development by experience. So 
far, while some vigorous and honest efforts have been made, the ex- 
periments are too new and too confused to provide much positive in- 
formation. Often, also, they are somewhat interwoven with sham and 
hypocrisy. To make such an effort honestly, requires an entirely new 
point of view on the part of management, and until more time for the 
re-education of management and men has elapsed, under the pressure 
of old habits, temporary unconscious relapses from the new point of 
view are difficult to avoid for even the most conscientious. It is safe 
to point out, however, certain fundamentals by which experience indi- 
cates the success of any attempt to win from labor the full increment 
of voluntary effort and interest is conditioned. 

Before all else, the employer must make an honest effort to join with 
labor in relieving his fears of arbitrary disaster by providing for pro- 
motion on merit, by establishing safeguards against unjust use of 
power by foremen and similar officials, by reducing risks of physical 
harm, and by seeking to mitigate such conditions as periodic unemploy- 
ment. For so long as these fears are actively aroused, labor will con- 
tinue to manifest a predisposition toward the primitive, emotional re- 
sponse, and until management has made an honest effort to help in so 
far as management is jointly able, in satisfying those desires of labor 
which are economically sound, it is in no position to ask labor to give 
voluntary assistance in solving the problems of management. The task 
of drawing labor and management together in a common undertaking 
is so delicate that without a foundation of fair dealing and of joint 
action in meeting the desires of labor which are sound, no substantial 
industrial structure can be built. 
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tion of the wastages which result from the fears and conflict of worker 
and employer, and the primitive reactions they engender. 

If these fears and conflicts are replaced by coéperation, may we not 
expect an appreciable increase in the supply of effective labor through 
the addition of voluntary effort to compellable effort and the elimina- 
tion of counter effort? May we not also expect that the substitution 


of desire for compulsion and of coéperation for conflict will, through 


their effect upon the happiness and development of both worker and 
manager, contribute even more to the welfare of mankind than through 


increasing the goods produced? 
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economics both for psychological speculation and for the rendering 
of psychological assistance in concrete investigations. 

There are, of course, many ways in which speculation goes astray. 
Eternal vigilance is necessary to guard against biases, to avoid con- 
tradictions, to maintain a healthy regard for the facts. But we 
apparently fail most seriously of all by forgetting that our arm- 
chair views are tentative—never final. Criticism of theorizing in 
science is usually criticism of the too-ready acceptance of theories as 
though they were settled. Armehair psychology in economics should 
be attacked not because it is unproved but because it is unlabelled 
because it is masquerading as established knowledge. If all psycho 
logical speculation were frankly advanced as such and given the ten- 
tative flavor it should have, the social sciences would feel no dismay 
at reading today that the instincts are the basis of all human conduct 
and hearing tomorrow that there are no instincts. It would be possi- 
ble to spend hours citing examples to show how opinion after opinion 
has been put forward in this field as though it were a fixed conclusion 
until we have reached a stage where the psychologist is apt to be 
looked upon not only as one who does not know but, more serious, 


as one who does not know he does not know. Fairness demands 
the statement, however, that a considerable part of the writing re 
ferred to comes from economists; psychologists are not alone guilty. 
But the fault is not with the armchair method. Let us condemn not 
speculation, but its abuse. 

What, now, of psychological contributions in empirical investiga 
tions in economics? What more can psychology do than is common 
ly done by the economist? A study of labor turnover, or of wage in 
centives, or of price influences in buying may be made by either econ 
omist, or psychologist, or both. The only question is whether or not 
some of these problems of the economist are ones in the solution of 
which psychological knowledge and technique would be especially use 
ful. By psychological knowledge and technique nothing particularly 
esoteric is intended. I refer merely to the familiarity which the psychol 
ogist has with tests, rating scales, laboratory instruments, and the 
like; his knowledge of previous experimental results which are fre 
quently suggestive even when they are not directly applicable to a new 
problem; his trained habits of analyzing human problems; his ap 
preciation of the pitfalls to be avoided in studying mental phenomena ; 
his background of systematic psychology which is valuable in guiding 
his inquiry and in interpreting his results. That there are many eco 
nomic problems which may profitably be attacked by the psychologist 
with his special equipment will probably not be disputed. 

Applied psychologists have, in fact, been working on concrete busi- 
ness problems for several years, but these researches have rarely been 
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placing a check mark or by underlining: 


each response is readily 
graded as definitely right or wrong. Moreover, and this is the most 
important point of all, a standardized intelligence test has been ex 
perimentally tried out and evaluated before it is used as a measuring 
device. The psychologist’s first step is always to “test the test,” 
that is, to determine whether or not the test scores do agree with the 
known ability of the people who are experimentally tested. A test is 
considered sound only after it has been demonstrated to be sound. 

The tests used in the army during 1917-1918 are representative of 
group intelligence tests. ‘There were two forms, one for literates and 
one for illiterates. The former included such tasks as solving simple 
arithmetic problems, designating whether certain pairs of words are 
synonyms or antonyms, discovering the meaning of sentences in which 
the words are disarranged, completing series of numbers such as 1, 
2, 4, 8, 16, 32, answering questions calling for bits of information on a 
wide variety of topics, and so on. The non-language test attempted 
to get at similar mental activities through the use of pictures and 
symbols. The tasks were explained in pantomime. 

Let us postpone the perfectly legitimate question which many doubt 
less would raise at this point, namely: How do you know what these 
tests are measuring and what evidence have you to justify calling them 
tests of intelligence? In interpreting results from the tests we shall 
certainly be compelled to return to this question. We shall consider 
some results first, however. 

The most impressive body of data regarding the intelligence test 
scores of men in different occupations comes from the army. The 
accompanying chart has been used in reports of the army test work 
to show graphically the main tendency of test scores in relation to 
occupations. 

The chart shows not only the average (median) intelligence level for 
each occupation listed, but also, by means of the horizontal line, the 
range of the middle half of the men in that occupation. ‘That is, the 
least intelligent one quarter and the most intelligent one quarter are 
omitted, giving us a fairly clear picture of the average intelligence level 
of the several occupations. 

The lowest scores in the intelligence tests are found among the un- 
skilled laborers and the trades requiring least skill and training. Above 
these are the semi-skilled trades. Next come the skilled trades and the 
office and commercial occupations, demanding as a rule either more 
general education or more prolonged specific training or both than 
the semi-skilled and unskilled occupations. Highest of all are 
the semi-professional and professional occupations, requiring more 


*This chart and a considerable body of statistical data are published in the 
Memoirs of the National Academy of Sciences, Vol. XV, pp. 819-837 
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ow. In spite of such discrepancies, however, the general relation 


between the occupations and intelligence test scores is clear. 

Two further limitations should be held in mind in interpreting these 
data. The results refer to the occupational groups found in the army 
through the operation of the selective draft. In the case of certain 
occupations the test scores probably do not give a fair representation 
of the occupational intelligence level in civil life. The low standing 
of farmers which was just mentioned may be due to the fact that the 
more successful farmers and necessary skilled farm laborers were ex- 
empted under the selective service act. The other source of error in 
the chart lies in the unsatisfactory occupational classification of the 
men. Men were classified simply on the basis of information which they 
gave in a brief interview. Thus many men were classed as tailors, for 
example, who do routine machine work in large clothing factories. In 
a number of occupations more than 30 per cent of the men who claimed 
to be skilled workers were found later to be novices. Since, however, 
our present interest is in the general trend of the findings rather than 
n detailed application, we may pass over all these minor disturbing 
factors and keep before us the broad relation indicated by the chart. 

The groups into which these occupations fall according to test 
scores correspond in an interesting fashion with the grading of occu- 
pations in terms of wages and desirability. Professor Taussig, di 
vides occupations into five “‘non-competing groups” with the comment 
that “for most men it is very difficult, for many it is impossible, to 
move from the group in which they find themselves into one more 
favored.” The gradation he gives is as follows: (1) day laborers; 
(2)unskilled factory operatives, miners, ete; (3) skilled workmen; (4) 
clerical and semi-intellectual workers; (5) professional men, salaried 
officials and business managers. The correlation between this hier- 
archy and that presented in the chart of test scores is seen to be very 
close. The ability represented in test scores apparently, then, is one 
factor which is significantly related to the stratification of occupa- 
tions. 

Several investigators have added to or revised these army results 
on the basis of test studies of civilian workers. The later data support, 
in general, the conclusions derived from the army testing. Thus the 
examination of about 3,600 men by the vocational department of the 
Brooklyn Y. M. C. A. is reported by Fryer. 

While the test ratings were found in the main to accord with the 


1F. W. Taussig, Principles of Economics, Voi. II, pp. 141-144 

*It is probable that a similar correlation exists between amount of schooling and 
occupational groups. Some evidence on this point is contained in: H. G. Burdge, 
Our Boys, pp. 230-231; R. Pintner and H. A. Toops, “Educational Differences 
among Tradesmen,” Journal of Applied Psychology, III (1919), 33-49 

Douglas Fryer, “Occupational Intelligence Standards,” School and Society, XVI 
(1922), 276. 
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Before we attempt to interpret the foregoing facts, let us add a 
little evidence concerning the relation between intelligence test ratings 
and success within an occupation. A large number of investigations 
bearing on this point have been reported.” The most unambiguous 
results are those for clerical workers. Reasonably high correlations 
have been consistently found between intelligence test scores and 
efficiency among clerks. A little direct evidence and considerable in- 
direct evidence are also available to show that intelligence ratings 
bear a significant relation to the success of office boys, stenographers, 
and other office occupations. Regarding factory work the evidence is 
very meager and the few studies which have been conducted are not 
in agreement. In some cases the correlation between test scores and 
records of success is almost zero, while in other instances fairly close 
relationships are found. The use of intelligence tests with business 
executives and with salesmen has likewise produced no clear and con- 
sistent results. A few investigators report good agreement between 
the test ratings and actual business accomplishment but such findings 
have not been at all uniform or free from criticism. In a number of 
miscellaneous occupations, including street-car motormen, telephone 
operators, and restaurant waitresses, slight indications have been se- 
cured that intelligence test scores have some relation to success. Army 
test results also gave some. evidence of being positively linked with the 
ability of soldiers, at least to the extent of being useful in the selection 
of men to undergo rapid training for officerships and in the detection 
of those mentally unfit to be trained at all. 

Results of the sort just summarized require a word or two of inter- 
pretation. The fact is to be noted that absence of close agreement 
between test score and demonstrated ability in an occupation does not 
mean that the kind of ability tested is valueless in that field nor that 
the tests may not be useful in selecting men for this work. It is prob- 
able that a certain minimum degree of intelligence (as tested) is re- 
quired for success in any particular work, and perhaps there is also 
always a maximum limit for satisfactory accomplishment. Intelligence 
tests might be valuable in selecting people who are neither too dull nor 
too bright for the work (in keeping out the feeble-minded, for example), 
and still give little indication of the relative success of the individuals 
within the occupation. Most test studies have had reference solely 
to the men already in a given line, that is, to a group already highly 
selected by other means, such as amount of schooling and previous 


*For more detailed treatment of this material see Psychological Tests in Business 
by A. W. Kornhauser and F. A. Kingsbury, Intelligence Testing by R. Pintner, 
Personnel Management by W. D. Scott and R. C. Ciothier. 

7A number of interesting minimum intellectual standards for women workers in 
industry have recently been reported from the Vocational Adjustment Bureau, 
New York. See, Emily T. Burr, “Minimum Intellectual Levels of Accomplish- 
ment in Industry,” Journal of Personnel Research, III (1924), 207-212. 
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of words are inherited activities and that they have nothing to do with 
previous training. The contention is rather that we can infer the 
degree of native intelligence from such performances since the person 
who makes a high grade on the test is presumably the one who has 
profited most from his educational opportunities, and making the 
most of one’s opportunities is clearly a manifestation of inherent 
ability. The flaw in this reasoning is patent. It assumes equivalent 


opportunities and molding influences for every one. This is precisely 
what we cannot take for granted in comparing different social and 
economic classes. 

Differences of test scores between occupations are necessarily a 
result in part of the specially favorable or unfavorable influences of 
particular kinds of work in preparing individuals for the paper and 
pencil performances called for in intelligence tests. The scores are 
likewise influenced by the amount and kind of schooling required for 
entrance into the occupations. But these possibilities are surpassed 
in importance by more subtle and less easily specified influences in 
the early life of children belonging to different occupational strata. 
These factors may account in large part for the intelligence test 
differences among children of different classes of workers, as well as 
for the differences among the workers themselves. It is difficult, in- 
deed, to suppose that the test scores of two children with identical in- 
herited make-up would not be markedly different if one of them was 
reared in a home where good English is spoken, where books and in- 
tellectual interests are encountered, where health and personal habits 
are carefully attended to, where there is a spirit of appreciation of 
educational values—while the other child had the reverse of all this. 
Uniformity of formal schooling is not nearly the whole story. Home 
and companions have a profound effect on later intellectual life 
through the shaping of likes and dislikes, habits of thinking, interests, 
curiosity, imagination and initiative. It may well be that differences 
in environment are not the sole causes of the test differences among 
occupational groups. It seems certain, however, that these influences 
are factors of immense importance and that interpretations wholly in 
terms of native ability are quite without foundation.’ 

Our questioning of what is measured by intelligence tests can go even 
further. Aside from the problem of inheritedness, do the differences 
in test scores represent differences in general intelligence, in the sense, 
that is, of general adaptability and general power to learn? Or are 
the differences only with reference to the ability to do abstract think- 
ing? There is at least some question whether a person may not be 


‘On this whole question of what intelligence tests are measuring, one of the 
soundest and most penetrating statements is that by Professor S. S. Colvin in 
The Twenty-First Yearbook of the National Society for the Study of Education 
(1922). 
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is indispensable, the finding of empirical correlations is at least an im- 
portant and sound first step. 

I shall attempt in a few concluding words to suggest how this in- 
quiry fits into the larger possibilities of attack on the problems of 
social stratification. ‘This may be done by considering the present 
approach in relation to the comprehensive analysis of the problem 
in Taussig’s Principles of Economic s. Professor Taussig emphasizes 
the basic fact that the individual’s choice of occupation is not free 
ind that this is due primarily to influences which constitute barriers 
between the different classes of society. Three classes of influences are 
considered: factors of environment and, closely related, the expense 
of education and training, and differences in inborn gifts. The dis- 
cussion of these influences concludes as follows: ““What are the relative 
effects of nature and of nurture in bringing about the phenomena 
of social stratification, we cannot now say. One thing, however, is 
clear: it is much to be desired that this fundamental question be put 
to the test. The removal of all artificial barriers to the choice of 
occupation is the most important goal of society. Given this, the in- 
nate faculties of all will be brought to bear and will bring to the social 
dividend whatever it is in them to contribute...... 

In this passage, “the removal of all artificial barriers” apparently 
means the removal of environmental differences in opportunity, as 
distinct from the “innate faculties” which will be free to express them 
selves. Professor Taussig has taken all the factors entering into so- 
cial stratification and has divided them into two parts—hereditary and 
environmental. The one is set off against the other and the conclusion 
is reached that environmental influences should be made more and 
more uniform in order that innate powers may be free to develop. But 
it is questionable whether there is any clearer case for leveling environ 
mental barriers as a whole than there is for eliminating many 
hereditary barriers or abnormalities. It may well be argued that the 
subtle and far-reaching differences in early environment are no more 
artificial or avoidable than the differences in heredity. We are con- 
cerned with the removal of hereditary obstacles as well as with the so 
called artificial barriers. One is no more sacred than the other. It 
is merely a question of the relative feasibility of controlling the sev- 
eral conditions, hereditary and environmental, which determine the 
total release of human energy. 

Many hereditary interferences with the free choice of occupation 
may certainly be removed, either through eugenic selection or through 
corrective measures applied during the lifetime of the individual. It 
is easier to remove the barrier of inherited defects in eyesight than it 
is to do away with a deep-rooted though acquired prejudice against cer- 

‘Vol. I, Chap. 47. 
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PSYCHOLOGICAL PROBLEMS OF INDUSTRY—DISCUSSION 


Harry A. Mixuis.—Perhaps the world today needs an improved science 
and management of production more than anything else coming within the 
range of interest of the economist. It needs these for two reasons. First 

all, it needs them te enlarge the national income to that point where it 
will provide an adequate economic foundation for satisfactory living. At 
the same time it needs them so that, in so far as possible, work will not 
be mere drudgery, but will afford opportunity for personal satisfaction to 
the workers while on the job. 

Only the uninformed will say that the national income even of the United 
States is large enough to make proper provision for all, however well it is 
distributed and used. Certainly its inadequacy calls for the elimination of 
waste in its many forms and for the development of the will to do on the 
part of management and men. And, just as important, the details in the 
production process, if it is possible, need to be so arranged that the man- 
ager and the managed will find such opportunity for self-expression and a 
feeling of worthwhileness as are found in the professions. 

The three papers read here this morning bear upon certain phases of this 
problem of production and its methods. The third paper deals with the rela- 
tion between capacity and job and how to test ability in view of the require- 
ments of the job; it bears directly upon the selection of men for positions ac 
cording to fitness. The other two deal with certain aspects of management 
of men on the job. I am a comparatively uninformed layman in the field 
in which the first paper falls. While I cannot claim to speak as an expert 
as to the matters dealt with in the other papers, I must perforce limit what 
I have to say to them. 

I am in entire agreement with what Mr. Smith has had to say with 
reference to the management of men. He makes an appeal for minimizing 
fear as a driving force and for calling forth the coéperative spirit and the 
will to do. After all is said, however, he comes around to the practical 
conclusion that both the power of reasoned discipline and the many things 
that may be done to encourage and induce effort must find place in manage 
ment as things are. My only criticism of what Mr. Smith has said is that 
it is rather too general. [ wish at certain points he had been more specific 
and somewhat more concrete. The chief value of his paper for me lies 
in the fact that it incorporates tentative conclusions drawn from valuable 
experience and experiments, chiefly in the concern with which he has been 
connected for several years. My feeling is that the trials and successes 
and the trials and disappointments of the Dennisons, the William Hapgoods, 
and of other forward-looking, right-minded men are providing us with 
excellent case material out of which a science and the arts of management 
will gradually be built up on a sound foundation. 

I find myself in general agreement with Professor Slichter also. Cer- 
tainly what he calls competitive exchange, and what I should speak of as 
catch-as-catch-can administration of labor, has left much to be desired. 
Certainly, also, there is now a changing situation in which there is promise 
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do much unless conditions are made favorable in the ways pointed to by 
Mr. Smith. 

Besides security of existence, one of the conditions necessary if unions 
are to become a constructive force is that arbitrary discipline shall be 
brought under control so that the job will not be imperiled by incon- 
siderate action. Another condition necessary is that an effort be made 
to stabilize industry and to provide unemployment insurance. A _ third 
condition is that it shall be recognized that it is a poor machine that cannot 
pay its way without reducing wages. A fourth condition is that piece rates 
shall be carefully made and then not be cut. 

It is largely the establishment of these conditions and principles in the 
clothing trade in Chicago, together with the necessity of keeping prices 
of the product within the reach of the consumer, that accounts for the 
changed psychology and behavior of the Amalgamated. It was my good 
fortune to be officially connected with the industry in question for three or 
four years, and the change alluded to was as interesting as it was im 
portant. I Bave observed very much the same thing in the shoe industry 
where a different type of labor is employed. It follows that management 
in this connection, as well as in connection with other forms of waste, has 
the larger responsibility—in the sense that its attitude can largely deter 
mine the outcome in the long run. 

And, after all is said, it remains true that management personnel is a most 
important factor in the situation. Good principles, a recognition of the 
dignity of labor and the humanity of the worker, and good leadership in 
management can, I believe, make what Professor Slichter calls the system 
of competitive exchange successful in meeting the problem of production 
in respect to amount and as an important part of life. Mr. Hapgood has 
provided us with an important experiment which argues for it. I give way 
to him. 
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The second business meeting of the American Economic Association 
was held at the Congress Hotel, Chicago, Illinois, at 10 a.m. December 
31, 1924, with President Mitchell presiding. 

The minutes of the meeting of December 29, 1924, were read and 
approved. 

Reports were read by the following: 

1) The Committee on the Classification of Economists in the Federal 
Service, by Mr. Westerfield, for Chairman Page. The report was adopted 
and the proposal of the Committee to create a special committee to mak: 
a detailed study of the classification of economists and to act as advisor 
to existing boards was approved and referred to the Executive Committee 
with power. 

(2) The Committee on an Encyclopedia of the Social Sciences,’ by 
Mr. Westerfield, for Chairman Seligman. The report was approved, 
including the following resolutions: 


a) That the Committee be continued for another year; 

b) That $100 be appropriated as the contribution of the American Economic 
Association to the necessary organization expense of the Joint Committee; and 

c) That if the plan of the work and the methods of organizing and financing it 
be satisfactorily developed in the near future, and if the Committee so reports to 
the Executive Committee of the American Economic Association, the Executive 
Committee be empowered to approve the project. 


(3) The representatives of the American Economic Association on 
the American Council of Learned Societies,” by Mr. Westerfield, for Mr 
Page. The report was adopted. It was voted to ratify the action of th 
American Council of Learned Societies in amending the constitution of 
that body by substituting therefor the following articles: 


1. The name of the corporation shall be American Council of Learned Societies 
Devoted to Humanistic Studies, hereinafter termed “the Council.” 

2. The objects of the corporation shall be to advance the general interests of 
the humanistic studies and especially to maintain and strengthen relations among 
the national societies devoted to such studies. 

3. The members of the Corporation shall be: 

(a) the persons now appointed as delegates from each of the following Societies, 
viz: 


The American Philosophical Society. 

The American Academy of Arts and Sciences. 
The American Antiquarian Society. 

The American Oriental Society. 

The American Philological Association. 

The Archaeological Institute of America. 
The Modern Language Association of America 
The American Historical Association. 

The American Economic Association. 

The American Political Science Association. 
The American Sociological Association. 


And at all times two delegates from each of said Societies, such delegates to be 
chosen in such manner as each Society respectively may determine. 

(b) two delegates from any such other society as may be admitted to be mem- 
bers of the Council by vote of three-fourths of all then existing members of the 
Council. 

*See page 149. 

*See page 148. 

“See page 151. 


CAN 
Was 
29, 
and 
by 
nta 
ted 
ider. 
the 
the 
two 
ater 
rom 
to 
E. 
R. 


cration 


‘ i now appointed from each of the 
“eae , term for which he has now been 
erate hall be chosen whose term 


delegate chosen to fill a va 
remain a member 


from iT society other than 
1dmitted to membership for 
ears, and thereafter one 
rman, a vice-chairman, and 
ind in such manner as th 
e from the same society. 


I ( procedure and shall enact suc! 
may deem desirable. 
I each year, which meeting shall be 


meeting of the Union Aca 


g elegates to represent the United 
C04 escribed by the statutes of the 
Union. n general shall be the mediur 


which are represented in tl 


rative expenses and to pay the 
wu tive budget of the Unior 
\cad ’ ( vided, assess upon each societ 

ented than twenty-five dollars, nor 

re. ¢ ' im equal to five cents for eac} 
mem be 

1 rl ( ' re property for the purposes of it 
incorporat n, to the extent authorized by 
the law 

1] | ties each year setting forth in 
detail nd expenditures of money. 

12. Id e Societies which are represented 
in the Cou they may be in accordance with 
the pu n tution 

13. I Cou the Societies represented therein 
ma ) ‘ 

14 3 } posed by a vote of two-thirds 
of the Cou t e, and shall take effect when rati 
fied Council 

Voted: J t ithe American Economic Asso 
ciation v1 re t ippreciation of the benefaction 
of Mr. Adolph S nary of American Biography and 
of the g { rest 

i The Com [embers. The Committee made no 
nominations 

The rep rican Economic Association to the 
Toronto meeting [athematical Congress, by Mr. 


Willcox 


therein 


with the resolutions contained 


6 The rep: in Economic Association on the 
Joint Commissio1 f the Social Studies, by Mr. 
Marshall iS IOLLOV 

At the last annual that the work of the Joint Com- 
mission had proba representation of the American 
Economic Associat was, however, continued for the 
year 1924, in order t emble the Commission if need should 


“See 


128 


Minutes of the Business Meetings 129 


rise Such need did not ari It . therefore, mmended that your Com 
ttee be discharged 


[he report was adopted and the Committee discontinued 
7 The representative of the Am« I nol \ssociation on the 


\ itional Council for the Social Studi ,~ by M Marshall, as given below 


The duty of your representative on t National Council for the Social Studies 

that of acting as one of the Board of Directors of the Council This report, 
herefore, may properly confine itself to the statement that no tasks except those 
f a routine character were incurred during the present year 

The operations of the Council for the year 1924 are described in full in the 
Historical Outlook of December, 1924, which may be referred to as a part of this 
report. 

It is recommended that the American Economic Association continue to have 
representation on the Board of Directors of the National Council for the Social 
Studies for the year 1925 


The report was received as one of progress and the representative con 
tinued another year. 
(8) The Special Membership Campaign Committce,” by Chairman 


Deibler. The report was adopted and the Committee discharged 
9) The Committee on Award of the Babson Prize Essays, by Mr 


Westerfield, for Chairman Fisher, as given | “ 
Your Committee on the Award of the Babson Prizes for “Forecasting the Pr 
of Wheat, of Cotton, or of Lumber” reports unanimously as follow 
The prize of $650 for the best essay submitted by either an undergraduate or a 


graduate student at any American university is awarded to Mr. Charles F. Sarle, 
graduate student at Drake University, Des Moines, Iowa, for his essay “Forecasting 


the Price of Hogs.” (At the request of the competitor before he submitted his 


essay, the donor consented to add “Hog to the t of commodities in the sub 
ject of the competition. ) 

The prize of $400 for the best essay by an undergraduate student of ar American 
university is awarded to Mr. Theodore J. B. Stier, a nior at Rutgers University, 
for his essay “Forecasting the Price of Lumber 

Your Committee favors the publication by the American Economic Association 


of Mr. Sarle’s paper but not the publi ition of Mr. Stier's unk it is revised and 
made suitable for publication 


The report was approved and the question of the advisability of the 


American Economic Association pul ssa wa referred 
to the Executive Committee for determination 

The following motion, made by Mr. J. R. Commons and accepted by Mr 
H. P. Willis as a substitute for a motion originally made by him, was 
adopted : 

That the Executive Committee be instructed to confer with some one or more 
of the agencies now doing scientific research work in the field of economics, con 
cerning the feasibility of investigating the present methods of industrial price 
determination and price quoting in relation to economic theory; 

That if such an investigation is undertaken by one of the aforesaid r earch 
agencies, with the approval of the Executive Committee, the Executive Committee 
shall appoint a special committee from the American Economic Association to ad 
vise with the research agency concerning the scope, method, and character of the 
investigation; and 

That the Executive Committee or this special committe | report upon this 
project to the Association at the Annual Meeting of the Association in 1925 


(10) The Committee on Resolutions, by Chairman Iiammond, as given 
below: 
In the art of arranging for conventions, as in all other fields of practical enter- 


“See page 146 
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the American Economic Asso 
t this, its Thirty-seventh Annua 


Meeting r its meetings, the publicity of its 
| 9 been better cared for than at this 
me 
It ; e notion that our lives are governed 
t my is rapidly disappearing from our 
P ni till holds sway in the practical life of 
committee of arrangements to 
yg t I minimum of discomfort. How wel! 
i ! | il r has been in thus disregarding the 
theoret i the e to that which was practicable and 
itt e our heart We would, therefore, at this time record 
oratitud the ( susine Men on Local Arrangements and 
e ti ( Weld, of Swift and Company, to his 
compet ; I Dr. C. H. Crennan, of the Commer 
cial a Nat il I publicity of the Annual Meeting so 
efficient f staking efforts to make our meet- 
ngs a e nd memorable one. We also express our 
aa financed the Smoker on Monday 
eveniny 
| t was 
1] I Cor by Chairman Taussig, who nom 
inated th wing 1925 
For President: A rd University. 
For Vice-Presid New York Citv: and Eliot Jones, 
Stanford Un rsit 
For Secretary B. Westerfield, Yale University. 
For rs of tt Edmund E. Day, Universit 
of Michigan; and r, University of Wisconsin. 
For Managing | can Economic Review: Davis R 
For members of i: Edwin G. Nourse, Washington, 
nd John M Chicago 
lo repr nt t Social Science Research Council 
George E. Barnett ty 
To represent t American Council of Learned 
Societies VW ter | I ersity. 
Che nominee W 
The University Mr. E. L. Bogart, extended an 
invitation to the A Association to meet in Urbana in 
1926 
MINUTES OF THI rHe 1925 Execurrve 
The first eeting of Committee was held at the Congress 
Hote ( I l, 1924 
rhe 1924, were read and approved. 
Voted: To pay the Babson Prize Awards, as well as 
the honoraria to the l 
Voted: Tx ct Mr nsel of the Association for the current 
year 
, Voted To appoir I e Joint Census Advisory Committee 
for three years 
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Voted: That the Secretary be instructed to express to the National Council of 
Social Studies (1) the high appreciation of the American Economic Association 


of the work done by the Council, and (2) its willingness to pay the traveling ex 


nenses of its representative on the Council 

Voted: To continue publishing in the Amertcan Economic Review the list of 
doctorate theses in preparation. 

Voted: To instruct the Managing Editor to publish a list of the doctorate 
theses accepted by the universities each year 

Voted: That the funds are not available at the present time for publishing 
Levy’s Senior’s economic manuscripts. 

Voted: That it does not seem wise at the present time to assume the financial 
burden of assisting in the publication of Starr’s Life of William G. Sumner 

Voted: To appoint Mr. D. R. Dewey as representative of the American Eco- 
nomie Association on the Joint Committee on the Publication of Periodical Ab- 
stracts. 

Voted: To instruct the Managing Editor and his Editorial Board to determine 
the advisability of publishing the Babson Prize Essays. 

Voted: To authorize President Young to appoint a committee to consider plans 
and nominees for the offices of Secretary and Treasurer in case the present in- 
cumbent resign at the spring meeting of the Executive Committee 


Adjourned. 
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REPORT OF TI! rHE AMERICAN ECONOMIC 
PERIOD ENDING 


In order t the Association for the year, the 
Secreta {the A tion, in his report for the period 
ending D nber the minutes of the meetings of th: 
Execut ( mit r as follows 

l Minutes f the Executive Committee at 
Washington, De minutes as given below, are 
published on pag rch, 1924, Supplement. 

he first meeting Committee of the American Economic 
Association, a rpo the laws of the District of Columbia, 
was | | e N 29, 1923, at 5 p.m 


[There were rece r, and Messrs. Dewey, Ely, Millis, 


Voted I vut Secretary to take such steps as seem 
desirable (pl e British Association for the Ad 
vancement r sciel \ugust 

DDI the present unexpended balance, tv 
the Specia Mem be 

Voted lo pul idbook in June this year. 

Voted: To elect } n Counsel for the Association for the 


Chat the Amer point a committee of three members, 
not employees of t States, to take such action as said 
committee may find sification of the technical econ 
omists in the pr defined in the Classification Act 
of 1923. | { t rvice as defined in that Act; that 
said committe t with the Personnel Classification 
Board, with the | Civil Service of the two Houses of 

ress, and wit! 1 States briefs on the proper classi 
fication of mittee be directed to prepare a report 
regard hat. if fication Act it may deem desirable 
to perfect tl id that said committee be hereby au 
thorized t dperat e American Statistical Association, 
the Amer in So¢ American Association for Labor Legis 
latior D 

2 Minutes of the Executive Committee at New 
York City, Marcl llows 

The se i meeting ee of the American Economic Asso 
ciation w held at rk City, March 15, 1924. There were 
present: President Mit I rs. Dennison, Dewey, Hancock, Reed, 
Seager, and Westerf 

The minute f the , 1923, were read and approved. 

Che Treasu ( Standard Gas and Electric bonds, 7's, 
were called M Imperial Japanese Government Ex 
ternal bonds, ¢ r stead at 924%. This purchase was 
approvea vot 

Voted lo fer, to the Social Research Council the 
question gv national honorary fraternity in the 


Social Scien cou Kappa and Sigma Xi 
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Voted: To refer to the Social Research Council the question of the advisability 
f the American Economic Association changing its status in the American Asso 
ciation for the Advancement of Science from that of “associated” member to that 
of “affiliated” member, and to ask the Council to consider the effect that the en 
trance of the American Economic Association into the American Association for 
the Advancement of Science would have on the other associated associations. 
President Mitchell reported that from his cany of the situation he concludes 
that it is impossible for the American Economic Association to hold a_ special 
meeting in conjunction with the British Association for the Advancement of Science 
in Toronto in August 
Voted: To authorize President Mitchell to send duly accredited delegates of the 
American Economic Association to Toronto, if a special economics section is held 
there 
Voted: To authorize President Mitchell to appoint representatives of the Ameri 
can Economic Association to the Third Pan American Scientific Congress at Lima, 
Peru 
Voted: To authorize Editor Dewey to decide whether it is advisable for the 
American Economic Association to publish one or more of the Karelsen Prize 
Essays, in case the donor of the Prize Fund wants them published. 
Voted: To authorize the Treasurer to pay the following awards in the Second 
Karelsen Prize Essay Competition: 
First Prize, $1,000—Mr. Edwin S. S:aith 
Second Prize, $500—Mr. de Boer 
Third Prize, $250—Mr. A. L. Kress 
Voted: To appropriate the sum of $1,500 for the payment of honoraria to con 
tributors to the American Economic Review 
Voted: To authorize the Secretary to purchase an adding machine and an ad 
dressograph for his office 
Voted: To hold the next Annual Meeting of the American Economic Associa- 
tion at Chicago, December 28 to 31, 1924 
rhe Committee considered informally the question of combining the offices of the 
Secretary and Editor of the Review, the policies that should guide the Program 
Committee in preparing the program of the next Annual Meeting, and the desirable 


} 


changes in the form and content of the Hanpsoox of the Association 


Adjourned 


(3) Minutes of the Third Meeting of the Executive Committee at Chicago, 
December 29, 1924. They are as follows: 


The third meeting of the Executive Committee of the American Economic Asso- 
ciation was held at the Congress Hotel, Chicago, Illinois, December 29, at 8 a.m 
here were present: President Wesley ( Mitchell, presiding, and Messrs. Day, 
Dewey, Hammond, Hollander, and Westerfield 

The minutes of the meeting of March 15 were read and approved 

Professor Willcox appeared before the Committee and explained the position 
taken by himself and Professor Rogers, the official representatives of the American 
Economic Association, at the Toronto meeting of the International Mathematical 


Congress relative to the admission of German and other European scientists. 

Voted: To recommend to the American Economic Association the adoption of 
Professor Willcox’s report and the resolutions contained therein 

Professor J. M. Clark, of the Committee on Methods of Nominating the Officers 
of the American Economic Association, reported to the Executive Committee and 
explained the proposals of the Committee 

Voted: That the Committee on Methods of Nominating the Officers of the 


American Economic Association be continued for one year; That for the year 
1925 the Nominating Committee be apy inted not less than six months before the 
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Annual Meeting t it shall be its duty to invite and to 
receive sugg Association, to canvass such sugges 
tior refully, Meeting of the Association. 

Tinted ; res of Standard Gas and Electr 
Com? time to convert it to bonds of truste; 

Vot d “4 Managing Editor a committee to de- 
ter! ’ 1 t n investment committee for the Asso- 
, <a n in assisting the Royal Economic 
Society ilar \merican Economic Association in re 
gard t el I 

In executing t n the above votes of the Executiv: 
Committee, the Pr y of the Association appointed Pro 
fessors W. F. W rs as official representatives of the 
American Econor British Association for the Ad 
vancement of Sx ting; Professors T. W. Page, J. H 
Hollander, and | on the Classification of Economists 
in the Federal S¢ Swiggett as official representative of 
the American Ex the Third Pan American Scientific 
Congress at Lima 

The Secretary ling machine and an envelope sealer 
to his office equi] n the building plans and requirements 
at Yale Universit move the offices of the Association 
from 56 High St n October. This moving was accom- 
plished without int rvice of the office. 

The editorial w ncluded the publication of the March 
Supplement, Pas oF THE TuHtrty-sIxTH ANNUAL 
MEETING, and tl f the Association in June. 

During the yea stencils for the mailing list was 
carefully che ke d 

In July, Profes cretary of the Royal Economic 
Society, offered to \merican Economic Association the 
privilege of subs special terms made to the Royal 
Society members, t publications which it contemplated 
publishing, namely rs Relating to Political Economy 
and Knapp’s Stat The Secretary conferred by letter 
with the members mittee as to the degree in which the 
American Econo | codperate in securing subscriptions 
to these publicatior Society. As the result of a mail vote 
taken, the Secreta pproximating $120 in mailing to the 
members of the A \ssociation circulars furnished by the 
Royal Society i roved by the Executive Committee 
December 28 

The result of tl y Competition on “The Forecasting 
of the Price of W f Lumber,” was rather disappointing 
in that only four l essays on or before October 1, the 
date terminating t wo competitors for the graduate prize 
and two for the u These essays were turned over to 
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che the Committee on Award, consisting of Professors Irving Fisher, George F. 
- Warren, and Alvin H. Hansen, who presumably will announce their de- 
tr ision at this meeting. 
—_ The Committee on Award of the Second Karelsen Prize-Essay Competi- 
» de tion on “The Relation of Capital and Labor” awarded the prizes as follows: 
First prize, $1,000, to Mr. Edwin S. Smith. 
ye Second prize, $500, to Mr. T. A. de Boer 
Third prize, $250, to Mr. A. L. Kress. 
Neither the Committee on Award nor the donor of the prizes regarded any 
of the essays worthy of publication by the American Economic Association, 
“i which, therefore, surrendered to the authors its right to publish them. 
the During the year the President made the following appointments to com- 
Ad mittees: 
~H To the Committee on an Encyclopedia of the Social Sciences 
Lists E. R. A. Serviaman, Chairman 
e of Ciive Day 
tific Epwin F. Gay 
To the Committee to Consider Plans of Nominating the Officers of the 
aler American Economic Association: 
R. T. Ery, Chairman 
tion J. M. Crarxk 
F. H. Drxon 
ies To the Committee on Local Arrangements for the Chicago Meeting: 
VAL L. D. H. Wetp, Chairman 
To the Membership Campaign Committee: 
was F. S. Chairman 
To the Auditing Committee: 
mic A. H. ArmprustEer, Chairman 
the Joun 
yal R. C. Jones 
ted To the Committee on Honorary Members: 
oe F. A. Ferrer, Chairman 
E. E. Day 
the W. H. Hamitton 
J. H. 
the To the National Council for Social Studies: 
the L. C. 
tee ‘lo the Joint Commission on Presentation of the Social Studies: 
L. C. MaRsHALL 
ing W. H. KiekHorer 
ing To the Social Science Research Council: 
the Joun R. Commons for three years 
ize Horace Secrist for two years 
to Josepu S. Davis for one year 
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( +t, 
G. F. W 
W. F. Wi 
Che following nges in membership that occurred 
luring the period 1924, the date the books closed 
Member ] 29 
Annual member 2,479 
Member resigned we 
Re moved tor LACK 25 
Member lropped f f 20 
Annual members 2 
Annual member i 18 178 
2,301 
New annual mem! 390 
2,691 
Life men 1 D 98 
Life men I em 
Lack of 1dare l 
Died l 2 
96 
Annua me ¢ 24 2 
Total life 1 98 
Honor i! I I 10 
Honorary member 
Died 2 
New rit i l 
| 9 
Total 2,798 
Subscriber Ly 703 
Subscriber Lis t 63 
640 
New subscril 109 
rot ib 749 
Tora! MEMBERS AN 1924 B54 
Net 257 
Since the book , twenty-three new members hav: 
been gained, maki »4, 280 This total of 280 is the 
largest net gain in hitherto the year 1923 with a total 
net gain of 245 | Of the 522 new members and sub 
scribers approxima re procured by efforts of Professor 
Deibler’s Special M ttee, one third applied on their own 
initiative, and one t to join by the direct efforts of the 
Secre tary s office, w nnumerable leads by letter and cir 
cularized various | sbership of the American Statistical 
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{ssociation; parts of the membership of the American Sociological Society ; 
the persons whose names appear in the notes section of the AMERICAN 
Economic Review; the officers and directors of various trade associations: 
the delegates attending the National Association of Mutual Insurance Com- 
panies, and the members of the departments of economics, as well as the 
libraries of all American universities and colleges not represented on our 
subscription and membership lists. 

The total net gain in membership in the five years of incumbency of the 
present Secretary, 1920-1924, is (152+61+-118+-2454+-280), or 856, an 
average of 171 per annum, in spite of the small increase in the year of 
economic depression 1921. 

The table on the next page shows the geographical distribution of the mem 
bership in 1919 and 1924, as well as the percentage of the total net gain that 
accrued in each geographical section. It will be observed that the gain 
has been greatest in the Eastern States, 30%, and in the Central States, 
26%, and abroad, 20%. As compared with the distribution of population 
of the United States the American Economic Association does not have 
its due proportion of members from the Southern States; this deficiency, 
coupled with the recent economic development of the South, is warrant 
enough for a special campaign for members in this district. 

The following members, whose deaths have been reported during the 
current year, have been stricken from our membership list: 


Carter, Rosert A MarsHart, Atrrep (Honorary Member) 
Curtis, E Oxamyi, S. 

Dayton, D. D. Pareto, Virrrepo (Honorary Member) 
Harris, Henry J Patterson, C. Stuart (Contributing 
Hices, Joseru Member) 

Hooker, Tuomas (Subscribing Member) Rosinson, A 

Hooxstrapt, Cari Spracue, P. F. (Life Member) 

Jaun, G. Tuorne, CLirrorp 

Jameson, Ropert M Warn, Cuarirs 

Knapp, Martin A. W. G 

Kursuerepr, Manvet A Wrison, Wooprow 


The Secretary is greatly obligated to Chairman L. D. H. Weld and his 
Committee on Local Arrangements, and to Dr. C. H. Crennan and his 
Committee on Publicity for the very able and generous way in which they 


have promoted the success of this meeting in Chicago 
Respectfully submitted. 


Ray B. Westerrievp, Secretary. 
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REPORT OF THE TREASURER OF 
ASSOCIATION FOR THE 
DECEMBER 


THE AMERICAN ECONOMIC 
PERIOD ENDING 
13, 1924 


The following exhibit presents the cash receipts and expenditures of the 


American Economic Association for the period December 16, 1923, to 
December 138, 1924. The statement should he interpreted in connection 
with the balance sheet and income statement prepared by the Auditing 


Committee and with the report of the Editor of the American Economic 
RevIEW. 

Casu Receipts anp Expenpirures 
15, 1923 


Cash on hand December $10,641.17 


Re ceipts 


Review Contributional 


Proceedings and Handbook 
Sundry Publication Expenses 


Secretary’s Office 
Traveling Expenses of Secretary. 
Office Salaries 
Stationery and Office Printing. 
Office Supplies 
Office Postage 
Telephone and Telegraph 
Annual Meeting 
Miscellaneous Expenses 


Investments 
Paper Stock 
Karelsen Prize Awards 
Membership Campaign Expenditure. 
Furniture and Fixtures......... 
Storage of Publications 
American Council of Learned Societies. 
Expenses of Committees 


Interest Accrued on Securities Purchased 


1,110.25 


$ 8,611.69 
1,439.18 
82.32 


$ 6.54 
2,694.20 
117.04 
87.20 
425.85 


$10,133.19 


43 


Membership Dues $11,946.04 
Subscribing and Contributing Membe rships 1,390.00 
Life Memberships 400.00 
Membership Extension Fund 1,500.00 
Subscriptions 3,234.37 
Investments 2,100.00 
Interest 1,514.83 
Sales of Public: ations 530.39 
Sales of Reprints. 103.26 
Miscellaneous Receipts 7.11 
22,726.00 
$33,367.17 
Expenditures 

Publications 

Review Printing $ 4,232.11 

Review Editorial 1,500.00 

Review Expenses and Supplies 1,769.33 


. 26.01 
229.65 
131.83 
§ 3,717.82 
3,720.00 
1,835.55 
1,750.00 
272.70 
276.25 
150.00 
129.35 
a ‘ 72.12 
64.11 
26.34 
\ 
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Centr irust $ 3,579.40 
Acc't 6,642.21 
First N 
A 998.13 
$11,219.74 
- $33,367.17 

\t the Mar Committee the Treasurer ri 
ported t ; 1 Electric Company bonds, 7’s, 
\ 000 Imperial Japanese Govern 

nt External ought in their stead at 921 
This purcha " tl Committee. At this meeting 
the Executive ( t ['reasurer to pay the following 
.wards in the S tion: To Mr. Edwin S. Smith, 
$1.000: to Mr. 7 Mr. A. L. Kress, $250. Thes 
payme nts W 

With tl Lut Committee the Treasurer pur 
chased a Wal 5 and an envelope sealer for $60, 
for the equipm Secretarv-Treasurer. 

On May 8, tl hares of the Standard Gas and 
Electric Con pal rior preference stock at 9314, and 
accrued dividen pproved by the Executive Com 
mittee by vote 

The subscript ear by the Special Finance Com 
mittee headed | mounted to 81.500 and $502.23 
were expended t ! » of the Association. On closing 
the books. Dect of the Membership Campaign 
Fund was $4,205 

The total maint r the office of the Secretary and 
Treasurer for 1 rainst $4,158.57 in 1923. Th 
total public ation i $10,884 in 1923 to $11,992.54 in 
1924. but the tot by payments to contributors to the 
AMERICAN Econ red by the Executive Committes 
at its March me payments to contributors, the 
unusual expenses publication of ue Hanpsook, the 
moving of the off ry-Treasurer, the purchase of an adding 
machine and an ¢ rcularization of the members in behalf 
of the Royal Ec efforts of the Secretary’s office to 
procure new men 

The net incom lues increased from $11,618.48 in 
1923 to $13,456.04 nerease $1,365 came from subscribing 
and contributing t remainder from new memberships. 
The admission of t I 1 $400 to the income. 

The assets of t resent include a current balance of 
$998.13, savings 1.61, and investments of $19,448.00. 
During the comi! Babson Prize-Essay Competition awards, 
amounting to $1,0 : to the judges will be paid. 

Inasmuch as this 1al report which it has been the present 
Treasurer's priviles ke to the Association it may be fitting to review 
the progress of the fin Association for the five years, 1920 to 


1924. The member ; rom 2,714 to 3,570, a gain of 856. 
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[wo new classes of members, subscribing and contributing, have been 


reated which last year yielded $360 of income and this year #1 

The present Treasurer took office in June, 1920. at a time quite dismal 
in the financial history of the Association, since it had been run at a deficit 
of $1,688.48 in 1919 and of $2,366.60 in 1920. By rigid 


1 economies, p ir 


ticularly in publication, by a campaign for new members, and by the 
wctivities of Professor Seligman’s Special Finance Committee, the expenses 


is a net operating 
surplus of $362.06 in 1921, of $134.19 in 1922, of $2,594.84 in 1923. and 
of $3,302.86 in 1924. The Association was also able in 1924 to 


were decreased and the income increased, so that there w 


renew its 
former practice of paying contributors to the American Economic 


The investments and cash funds of the Association have been more than 
quadrupled during these five years, the annual reports giving them as 
follows: 


REVIEW 


Investments Bank Accounts Tota 
1920 $ 4,000.00 $ 3,481.54 S$ 7,481.54 
1921 12,798.70 1,971.33 17,770.03 
1922 14,628.70 6,032.65 20,661.38 
1923 17,556.70 8,337.36 25,894.06 
1924 19,443.00 11,219.74 30,662.74 


The office of the Secretary-Treasurer has also been practically re 
equipped, the purchases including a desk, table, chair, typewriter, adding 
machine, envelope sealer, complete set of metallic addressograph plates, 
and steel files, at a total cost exceeding $600. 

In summary, it may be said that the Association is now on a sound finan 
cial basis and with a steady effort to increase its income by enlarging 


membership it can extend its usefulness very much. ‘The Secretary 


its 


Treasurer recommends to the consideration of the Association the desira 
bility (1) of establishing a fund to help finance the publication of economic 


writings which cannot find a publisher on account of the limited demand; 


(2) of seeking an endowment of, let us say, a million dollars; (3) of 


ciating with the other social science learned societies in erecting a building 
in New York, Washington, or Chicago, which wili house the 


ASSO 


secretariats ol 
these societies and provide for their common activities, somewhat as do th: 
national engineering societies; (4) of handling codperatively with the 
associated societies certain common business details, such as storage of 
periodicals and research investigations; (5) of paying the Secretary and 
Treasurer some stipend for his services, in view of the fact that the bur 
den of the office is growing heavier with its wider range of activities, its 
larger membership and its larger financial responsibilities; and, finally, of 
providing an information and placement bureau for persons engaged in 
economic and social affairs. 
Respectfully submitted. 


Ray B. Treasurer. 


t 
\ 
ern 
‘ting 
|__| 
|| 
(om 
4 


RE] DITING COMMITTEE 


Connecticut, December 16, 1924 


To t \ rical I ncorporate d: 

We have exa ounts of the American Econom 
Association, I1 scal period December 16, 1923, to 
December 13, | ince sheet presented below and the 
.ccompanying nt and surplus account are correctly 
prepared t 

Investments. t, and cash have been verified by 
actual inspection the depositaries. The reserves for 
nembership du r receivables are, in the opinion of 
the Committee, raults 

We certify, a ttee, that, in our opinion, the balance 
sheet is proper! show the financial condition of the 
Association on D nd the accompanying relative income 
statement fairly s he fiscal period beginning December 
16, 1923, and en i 


4. H. ARMBRUSTER. 
C. Jones. 
J. D. 
Auditing Committees 
CEMBER 13, 1924 


Liabilities 


Cash in First N Membership Dues Prepaid $ 659.75 
of New Haven l Special Membership 
Cash in Savings A Campaign Fund Con- 
Central Trust (¢ tributions: 
Cambriage Ma Balance, Dec 15, 
First National B 1923 $3,208.16 
New Haven Contributions dur- 
ng 1924 1,500.00 
Investment 
Interest Accrued Total available . $4,708.16 
Investment Se Less: Campaign 
Membership Expe nses 502.53 
ceivable — 4,205.63 
Less Reserve Babson Prize Fund 
Membership | Contribution 1,309.97 
Receivable Life Memberships 6,250.00 


Surplus 20,629.31 


A t 


ACCOUNT 


Paper stock 
Furniture and Fix 
tures 
Less: Reserve 
Depreciati yn 


$33,054.66 


subdscripti 
Potal Sundr 
cei it 
Le Reserve 
Doubtful Re 
ible 
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IncomME STATEMENT FOR THE Fiscat Perron Decemper 16, 1923 ro Decemper 13. 1924 
1994 Ordinary Income: 
Dues: 
Membership Dues $12,419.79 
— Less: Defaulted Dues 328.75 
$12,091.04 
3, to Subscribing and Contributing Membership Dues 1,365.00 
id the $13,456.04 
rect] Other Income: 
y Interest on Bank Deposits $ 441.82 
Income on Investments 1,067.52 
d DY Profits on Sales of Investments 200.00 
s for Miscellaneous Profits 92.65 
On of 1,801.99 
$15,258.03 
Ordinary Outgo: 
lance Office Salaries $ 2,515.62 
f the Traveling Expenses of Secretary 6.54 
come Stationery and Office Printing 117.04 
Postage 355.72 
mber Office Supplies 87.20 
Telephone and Telegraph 26.01 
Annual Meeting 229.65 
American Council of Learned Societies 129.35 
Miscellaneous 197.12 
Expenses of Committees : 79.11 
3,743.36 
Excess of Ordinary Income $11,514.67 
Publication Outgo: 
359.75 Printing eee $ 5,423.28 
Editorial .... 1,500.00 
Review Contributional 1,110.25 
Editorial Expenses and Supplies 1,769.33 
Proceedings and Handbook 1,885.24 
Sundry Expenses of Printers 82.32 
Storage of Publications 150.00 
Insurance . 72.12 
~$11,992.54 
Publication Income: 
Subscriptions $ 3,480.65 
Less: Defaulted Subscriptions 257.7: 
— $ 3,222.92 
mene Sales of Publications 557.81 
09.97 $ 3,780.73 
50.00 Excess of Publication Outgo $ 8.21181 
Net Surplus for period wes $ 3,302.86 
Surpitvus Account, Decemper 13, 1924 
Balance, December 15, 1923 ; $16,987.72 
Additions: 
An amount transferred from Life Memberships due to re 
moval of life members during period $ 75.00 
An amount to adjust for accrued interest on investments as 
of December 15, 1923 263.73 
Net Surplus as shown in the accompanying Income State 
ment for the fiscal period beginning December 16, 1923, 
and ending December 13, 1924 : 3,302.86 
$ 3,641.59 
Surplus per Balance Sheet December 13, 1924 $20,629.31 
54.66 
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ist year was $9,802.86, as com 
an increase of $1,182.32 Tl 
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resumption of payments to th: 

was expended. Slight decreases 
pplies, but the printing increased 
printed 36 pages more in the 
ase, averaging 200 copies per 
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ew during 1924 was as follows 


305.32 
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1 be substantially increased during 
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f printing 4000 copies, the 
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500.00 
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editors during the past year: 
yr G. A. Kleene, whose terms expire 
and Dr. W. W. Stewart, whose 
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Report of the Editor of the American Economic Review 


145 


During the past year 122 persons have codperated in the preparation of 
the Review, including leading articles, communications, reviews. document 


notes, and periodical abstracts. 


Appended are the comparative tables showing the distribution of con- 
tents and cost by principal items, in continuation of tables previously 


given. 
Davis R. Dewey, 
Managing Editor. 
Tasre 1.—Paces Given to Eacnu Section 

New Documents} 3. | 
Le ading Reviews books reports, | eriodic al | Note | Doc Tot i 

articles . . | abstracts | liss.| 

listed etc } 

11 342 304 62 89 | 133 10) « 978 
412 291 298 101 110 186 41 11 1038 
1913 347 268 104 141 167 43 8 | 1078 
1914 327 243 136 113 166 35 10 | 1030 
1915 314 57 90 142 144 42 | 14 1003 
116 388 256 91 90 140 46 13 1024 
17 378 192 110 27 120 42 | 15] 984 
1918 | 372 | 157 | 91 112 | 99 41 | 906 
1919 373 163 154 103 95 47 12 948 
1920 387 | 109 155 98 122 42 |15| 936 
1921 331 103 133 39 117 38 11 772 
1922 | 293 91 159 35 124 37: | 13 | 752 
1923 298 122 184 26 113 13 14 800 
924 | 339 110 191 23 113 12 18) 83 
Tasire 2.—Expenpirures 

Printing Salary Payments 
Year (inc. of | to contri- Clerical Supplies Totals 
| paper) | editor butors 
| 
1911 1$2,495.18 |$1,500.00 |$1,320.25 $865.50 | $413.51 |$6,730.59! 
1912 | 3,220.83 | 1,500.00 1,114.50 794.58 292.68 | 6,922.90 
1913 | 3,328.01 1,500.00 | 1,268.35 983.09 325.10 7,404.55 
1914 | 3,023.62 | 1,500.00 | 1,312.25 | 1,236.29 459.18 7,531.34 
1915 | 2,834.91 | 1,500.00 | 1,210.00 1,171.87 286.86 7,003 .64 
1916 | 3,257.27 | 1,500.00 1,422.50 1,173.93 339 86 7,694 . 0€ 
1917 | 3,762.37 | 1,500.00 1,267 .00 1,151.30 326.01 8,006.68 
1918 3,497 .73 1,500 .00 1,203.25 1,260.06 332.73 7,793.73 
1919 5,049.50 | 1,500.00 | 1,231.50 | 1,325.93 347 .84 9,454.77 
1920 | 6,656.31 | 1,500.00 | 1,122.75 | 1,595.64 307.20 11,181.90 
1921 | 5,646.97 | 1,500.00 | 64.50 | 1,472.50 | 319.97 | 9,003.94 
1922 | 4,795.28 | 1,500.00 | 1,370.00 314.77 | 7,980.05 
1923 5,032.59 | 1,500.00 1,650.09 137.86 | 8,620.54 
1924 5,423.28 1,500 .00 1,110.25 1,464.01 305 .32 9,802 .86 


‘Includes $136.15, traveling expenses of editors. 
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The present ir term for which special pro 
vision was id paign During this interval the 
following r uit 

Additior l 252 Net gain—118 
Additions 219 Net gain—245 
Addit : 242 ‘Net gain—257 

During the pet r more accepted positions on the 
Membership Cor wn in the work of the Committee 
has varied. part! ther duties occupied the time and 
energy of the nu f the different conditions in the 
communities in w ited However, the codperation 
has been genera I n takes this opportunity of ex 
pre ssing Nis ip} r 

The net addit the Association during the three 
years has been 61 ) rrect to credit all additions to the 
work of the Con proportion of this gain may be so 
credited The ex impaign was borne by a special 
fund raised for t! e additional income from the new 
memberships rept \ssociation. The total expense 
has been $1,044 the expense of correspondence 
has been carried vith which the committee members 
were afhliated [t t how much free service of this 
character has bes r of cases the sum was considerabl« 
Such instances ar i-will that the Association enjoys. 

In closing the : t of place to make one suggestion 
to the officers of tl most lasting memberships are those 
whose interests ar nomic work of some kind. Since 
there are such lar lents specializing in economics and 
commerce in the i t the country, it would be well to 
have some one p h institution of any size to solicit 
members from at t tudents and to impress upon them the 
desirability of affil tion. A letter from the Secretary 
once or twice a yt rge number of persons most likely to 


‘t would be quite inexpensive and 


become pe ri 
would bring as sat h more expensive plans. 
Respectt lily s 
F. S. Chairman. 
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REPORT OF THE COMMITTEE ON METHODS OF NOMINATION 


[he specific question submitted to this Committee was a proposal to 
broaden the present method of nomination by adding the opportunity to 

minate by petition of thirty members. The Committee has considered 
this and other plans, including the proposal, which may or may not be 
within the terms of reference of this Committee, to provide for the oc 
casional election of an honorary president in cases in which the Asso 

ation wishes to recognize scholarly service of high distinction without 
idding to it the burden of executive work. 

In discussion it appeared that the existing nominating system was de 
signed to ensure that control of the Association should rest with scientists 
of unquestioned standing and scientific attitude, rather than with partisan 
groups. It does not appear that economists of recognized standing have 
been excluded from office on account of the character of their views on 
controversial questions, though certain ones have voluntarily held aloof 
from the Association. 

On the other hand, there is a part of the membership who definitely feel 
that the system is not sufficiently representative, and who will not be satis 
fied with anything less than the provision for nomination by petition. The 
principal fact before this Committee is this feeling, which must be con 
sidered quite apart from any question of whether the nominations have 
n the past been the best possible. The Committee is a unit in desiring 
whatever will produce the greatest harmony in the Association. 

The Committee has been unable to reach unanimous agreement on the 
specific proposal for nomination by petition. Unanimous agreement was 
reached on a minimum proposal, with the understanding that if it were 
to be regarded as final action it would not have the support of all the 
Committee. The Committee therefore makes two recommendations: First, 
that the Committee be continued with a view to ascertaining more fully 
the views of the membership. Unless otherwise instructed, the Committee 
would include the matter of an honorary president within the scope of its 
inquiry, and would, subject to the approval of the Executive Committee, put 
its inquiry in the form of a questionnaire giving the members the fullest 
opportunity to express all possible views on the subject. Second, that 
pending final action, the Nominating Committee be appointed not less than 
six months before the Annual Meeting, and it shall be its duty to invite and 
receive suggestions from the membership, to canvass such suggestions care- 
fully and to report at the Annual Meeting of the Association. Attention 
of the members is called to the fact that nomination from the floor is pro 
vided for, and that the exercise of this power is not to be regarded as in 
any way contrary to the spirit of the Association. 

The Committee presents without recommendation the following ad- 
ditional measures which might be taken in connection with the above: 
(1) That the Nominating Committee be appointed sufficiently early to 
enable their names to appear in the March, 1925, number of the American 
Econom.c Review; (2) That the Nominating Committee cause to be sent 
to the members a blank containing the list of offices to be filled at the 
subsequent meeting, to be returned with the names of suggested candidates ; 
and (3) That the Nominating Committee mail its ticket to the members 
prior to the Annual Meeting. 

Respectfully submitted. 

J. M. Crarx, for the Committee. 
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ENCYCLOPEDIA OF THE 


NCES 

The ( tt mie Association appointed to 
confer wit ns regarding the project for a 
handbook or Sciences has been represented at 
the tn ' e and makes herewith a report 

| Joint Committee are, in ad- 
dition to + \ ty, with which the project orig- 
nat n Statistical Associations, also the 
\ American Anthropological Asso 

ft 1 1 Workers. Invitations have 
} ni \ tion and the American Philo 
\ lividual representatives among 

enlisted. 

I ( r Ogburn, of Columbia Univer 
sity. ' er as Secretary, and plans to 
Ippoi in | 1 of one representative of each 
of 1] | study in considerable detail 
the scope, pla sed work, and shall investigate 
the poss ty of f an able editor-in-chief and the 
support id 

} » ¢ + ration and publication of a 
handbo Sciences, provided its scope be 
clearly defined and work of reference maintained at a 
high le : rable and should be supported by 
the Associatio1 It t the Joint Committee in the course 
of the cor 1] Committee, will obtain more de 
finite infor »ssibility of producing the kind of 
work whicl be useful. Your Committee there- 
fore rec ls t 1, or other members substituted in 
ts } be made as the contribution of 
the American Ec: necessary organization expenses 
of the Joint Ci 

Your Cor tt t if the plan of the work and the 
methods of orga hould be satisfactorily developed 
in the near futur e so reports to the Executive Com- 
mits the A n, the Executive Committee be 
empowere 1 t Dp} 


R. A. Sertieman, Chairman. 
Day. 
WIN F. Gay. 


REPORT OF THE COMMITTEE ON THE CLASSIFICATION OF 
ECONOMISTS IN THE FEDERAL SERVICE 


A year ago the federal budget disclosed the fact that the Federal Per- 
sonnel Classification Board, created under the Classification Act of 1923, 
had failed to recognize many economic, sociological, and statistical posi- 
tions in the service of the national government as scientific or learned pro- 
fessions. The Board had placed these positions in the clerical, adminis- 
trative, and fiscal service established under the Classification Act. This 
classification tended to permit positions of this character to be filled by 
persons not possessed of the requisite professional training. It assigned 
the positions to those schedules of grades and salaries that were designed 
for clerical and administrative positions and that were entirely unsuitable 
for scientific and technical positions in the fields of economics, sociology, 
and statistics. 

In accordance with the terms of the resolution by which this Committee 
was created, plans were made to coéperate with similar committees from the 
American Sociological Society, the American Statistical Association, and the 
American Association for Labor Legislation with a view to effecting a bet- 
ter classification of the positions affected. The joint preparation and 
submission of a brief became unnecessary, however, because the Personnel 
Classification Board reversed the decision it had previously made and 
formally recognized the scientific and technical character of economic, so- 
ciological, and statistical work. 

In the Board’s document of July, 1924, entitled “Class Specifications for 
Positions in the Departmental Service,” the first group in the Professional 
and Scientific Service is one entitled, ““The Economic Analyst Group.” 
The first definition in this group begins, “To perform under immediate 
supervision, simple and elementary professional, scientific, or technical 
work in the statistical, social, or economic sciences.’”” These words give 
to the major principle involved the formal recognition which this Com- 
mittee was created to secure. 

The Committee did not make a detailed study of the allocation of in- 
dividual positions to the compensation schedule contained in the Classifi- 
cation Act. Such a study would require more time than the Committee 
could give without technical assistance. Moreover, the Committee was not 
authorized by the resolution creating it to review the classification of in- 
dividual positions and to determine whether each was correctly placed in 
the Economic Analyst Group and in the proper grade within that group. 
The Committee is of the opinion that an adequate review would disclose a 
considerable number of errors in allocation which ought to be corrected. 

Legislation is now pending for the abolition of the Personnel Classifi- 
cation Board and the transfer of its functions to the Civil Service Com- 
mission. Passage of this legislation would materially change the pre- 
vailing situation, and our Committee wishes to call the attention of the 
American Economic Association to the uncertainty of future developments 
under the new law. It is obvious that classification by the federal govern- 
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E. Day. 
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REPORT OF THE REPRESENTATIVES OF THE AMERICAN 
ECONOMIC ASSOCIATION ON THE AMERICAN 
COUNCIL OF LEARNED SOCIETIES 


The American Council of Learned Societies Devoted to Humanistic 
Studies, of which the American Economic Association is one of the twelve 
constituent societies, held its annual meeting in New York on January 26, 
1924. The following officers were chosen: Chairman, Professor Charles H. 
Haskins, of Harvard University; Secretary-Treasurer, Professor John 
Erskine, of Columbia University; additional members of the Executive 
Committee, Professors Albert T. Clay, of Yale University, and William K. 
Prentice, of Princeton University. 

The delegates of the Council to the meeting of the Union Académique 
Internationale held in Brussels, in May, were Professor James T. Shotwell, 
Mr. Waldo G. Leland, and Professor Paul Shorey, all of whom took part 
in the proceedings. In many of the international tasks of scholarship with 
which the U. A. I. has concerned itself the Council, in its capacity as 
representative of the United States in that Union, has, for want of funds, 
been unable to take part. It is, however, actively at work through a com- 
mittee, of which Professor C. H. Beeson, of Chicago, is chairman, upon 
that part which has been assigned to the United States in the international 
work of preparing a new dictionary of medieval Latin (at present, of the 
medieval Latin of the period before the eleventh century) as a modern 
substitute for Ducange’s Latin Glossarium. Some American fascicles 
have been contributed to the Corpus Vasorum Antiquorum which is being 
prepared under the auspices of the U. A. I. 

In respect to operations within the United States, the functions of the 
Council are, in general, to promote closer relations between the constituent 
societies and to further whatever works in fields common to all or several 
of them it may be practicable to promote or assist. Of the latter, the chief 
object of attention within the year has been a proposed Dictionary of 
American Biography, upon the same plan as the British Dictionary of 
National Biography and, it is hoped, comparable with it in usefulness and 
quality. A committee appointed by the Council, and which has had the 
matter under careful consideration for two years, concluded its labors in the 
spring, providing a plan of organization through which the manuscript of 
this extensive work of reference can be prepared. 

A special meeting of the American Council of Learned Societies was held 
in New York City on December 6, 1924, for the purpose of advancing the ar 
rangements for the preparation of the proposed Dictionary. This under 
taking, one of the most important in the history of American letters, is made 
possible by the public spirited action of the New York Times, which has 
made a subvention of $5v0,000, payable over a period of ten years, to the 
Council of Learned Societies, for the preparation and editing of the Dic 
tionary, exclusive of costs of printing and manufacture. 

At the meeting of December 6, an agreement was signed between the 
Council and the Times, vesting the direction of the undertaking in a Com- 
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mittee of Manage rs, four of whom are appointed by 

the Council, two | th, who is to be the editor ™ 

chief, is to be select I editorial offices of the Diction 

ary are to be in W me will be published in about 
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The Council took permanent office in Washington. F 

and appointed Mr. V tive secretary of the Council for , 
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In the spring the ted by the President of the Carnegie t 

Corporation to aid urvey of the history, constitu 1 

tion, activities, publ ns to American scholarship of the 

various national s« nistic studies of any sort. For 

this purpose, for w rporation made a suitable appro | 

priation, its Preside: Chairman of the Council, Pro- 

fessor Haskins, agr« of Mr. Waldo G. Leland, who 

accordingly began tl nning of July, with the expectation 

of producing at the mprehensive report, probably to 


be printed as a volu eved that this report will be 


of great interest to stituent societies, and to others 
who are solicitous f larly work in the United States, 
and will in many wa vay of such an organization as the 
Council, devoted to t terprises common to such societies 
and to the cultivati ns between them. 


Respectfully subr 
WaLKER Paae. 
AttynN A. Younae. 


REPORT OF THE REPRESENTATIVES OF THE AMERICAN 
ECONOMIC ASSOCIATION TO THE INTERNATIONAL 
MATHEMATICAL CONGRESS 


An International Mathematical Congress was held in Toronto, August 
11-16, 1924, and one of its sections was devoted to statistics, actuarial 
science, and economics. The American Economic Association accepted an 
nvitation from the University of Toronto and the Royal Canadian Institute, 
as the hosts of the Mathematical Congress, to be represented by delegates, 
ind appointed Professor Walter F. Willcox, of Cornell University, and 
Professor J. H. Rogers, of the University of Missouri, as its representatives. 

The Congress was “conducted in conformity with the regulations of the 
International Research Council” a phrase the meaning and implications 
of which were not clear to the representatives of the Economic Association 
until after they had reached Toronto. The present situation is doubtless 
equally unfamiliar to many other members and should be understood before 
the Association or its Executive Committee acts upon the suggestion with 
which this report closes. 

Shortly before the end of the recent war an Inter-allied Conference on 
International Scientific Organizations, held at The Royal Society, London, 
approved in substance a proposal emanating from the National Academy of 
Sciences of the United States for the organization of an International Re- 
search Council. This Conference recommended that the nations at war 
with the Central Powers withdraw from existing international scientific 
associations and form new ones among themselves “with the eventual co- 
operation of neutral nations.” It also recommended that each allied coun- 
try organize a National Research Council or similar body and that these 
should be federated in the proposed International Research Council. A 
second meeting held at Paris soon after the armistice was signed endorsed 
the conclusions of the London Conference and provisionally constituted an 
International Research Council which was formally inaugurated at Brussels 
in July, 1919. The statutes then adopted gave a list of 16 countries all of 
which had been at war with the Central Powers and declared that they 
might “participate in the foundation of the International Research Coun- 
cil or of any scientific union connected with it or join such union at a sub- 
sequent period.’ ‘The International Research Council had for one of its 
main objects to set up international associations or unions in various fields 
of scientific research. These unions but not apparently the Council itself 
might be entered by neutral countries if a three-fourths vote of the countries 
already members supported their application. The International Research 
Council has its headquarters at Brussels where its General Assemblies are 
held every three years, an Executive Committee linking these meetings 
together and presenting a report annually to the member countries. Its 
expenses are borne by contributions from participating countries which 
range from 250 francs to 2000 francs a year, according to the population. 
The vote of a country in administrative matters, like its contribution, varies 
with its population, every country with more than 20,000,000 inhabitants 
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by the Strasburg Congress and said at that time: ‘When we issue invita 
tions for the Mathematical Congress in this country in 1924 I think it is 
desirable to have a truly international congress,” apparently disregarding 
the fact that the decision of this question would not lie with American 
mathematicians or even with the International Mathematical Union. Some 
eighteen months later it was decided that an American congress in 1924 
would have to be abandoned because neither scientific coéperation nor 
financial support was in sight for a congress under the rules of the Inter 
national Research Council. As a result, in November, 1922, the American 
invitation was withdrawn. At the same time an invitation was extended 
by Canada and the Congress was held at Toronto under the rules which 
have been described. 

When the representatives of the American Economic Association on the 
eve of that Congress learned something of the situation a circular letter 
was sent to the members of the Executive Committee outlining the facts 
as then understood and asking for a vote by mail upon authorizing the 
representatives to present at Toronto, if the situation seemed to warrant 
it, some such statement as this: 


The American Economic Association through its Executive Committee desires its 
delegates to express to the International Mathematical Congress its hope that the 
International Research Council will speedily amend its rules so as to allow scien- 
tists from all countries to participate on equal terms in future congresses held un- 
der its auspices or else will dissolve as an obstacle instead of an aid to the cause 
of internationalism in science. 


A majority of the entire committee and all but one of those who replied 
approved of the proposal. But such a statement would not have been re- 
ceived by the Union since guests invited to the Congress had no vote or 
voice at its meeting. The Association's delegates participated in several 
conferences held by American mathematicians and cordially approved of 
the following statement prepared by them: 


The American Section of the International Mathematical Union has unanimously 
passed the following resolution, and requests that it be transmitted to the Inter- 
national Research Council by the Executive Committee of the International Mathe- 
matical Union: 

Resolved, That the American Section of the International Mathematical Union 
requests the International Research Council to consider whether the time is ripe 
for the removal of the restrictions on membership now imposed by the rules of the 
Council. 

The American Section also wishes to announce that it intends to present to the 
National Research Council of the United States resolutions requesting action in 
this direction. 


The preceding statement was laid before the officers of the International 
Mathematical Union in advance of its meeting and an agreement reached 
that it would be received by them and transmitted as requested. It was held, 
however, that it could not be debated in the meeting or put to a vote be- 
cause it had not previously been placed on the agenda. At the time the 
Statutes of the Union were not at hand and the ruling was not challenged. 
It seems not fully in accord with their text, which provides: * 


*The text is given in French because that is declared to be the authoritative 
version. 
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REPORT OF THE REPRESENTATIVES ON THE SOCIAL 
SCIENCE RESEARCH COUNCIL 


The Social Science Research Council now consists of three representa 
tives each from the American Political Science Association, the American 
Sociological Society, the American Statistical Association and the American 
Economic Association, appointed for terms of three years. 

The Social Science Research Council was organized in 1923 in accordance 
with a concurrent resolution setting up as the purpose of the organization 
that of “promoting and coérdinating research and furthering the develop 
ment of research methods in the social studies.” During the year 1924 
three sessions have been held, February 16, May 17, and November 29, and 
substantial progress has been made in various directions. 


I. Research Fellowships 

A plan for research fellowships has been worked out by a committee of 
the Council, of which Professor A. B. Hall was Chairman, and adopted by 
the Council. This plan provides for granting opportunities for study of 
social problems, analogous to those now given to students of natural science, 
and it is believed will greatly stimulate research and make possible signifi 
cant advances. The Fellowship Committee of three elected by the Coun- 
cil consists of Professor Wesley C. Mitchell, of Columbia University; Pro 
fessor F. S. Chapin, of the University of Minnesota; and Professor Charles 
E. Merriam, of the University of Chicago. It is hoped that substantial 
support of the work of this Committee will be available for the year 1925 


1926. 
II. Committee on Scientific Aspects of Human Migration 


Early in 1924 the National Research Council's Committee on Scientific 
Aspects of Human Migration requested the Social Science Research Coun- 
cil to appoint a similar committee on the social aspects of the problem. 
It was the intention that these two committees while independent financially 
and technically should coéperate as closely as possible in preparing a pro- 
gram for the study of migration and in the scientific study of the project's 
outline. 

The principal project undertaken by our Committee during this year 
has been the study of the Mechanization of Industry in relation to Migration 
(in the United States). This was in charge of Professor Wesley C. 
Mitchell, of Columbia University, and Professor Harry Jerome, of the 
University of Wisconsin. A gift of $15,500 was made for this purpose, 
and the inquiry is now well under way. The Committee has worked on a 
series of plans for the study of migration during the year and has made 
progress in the development of a significant program. Among the more 
important of the features of the program as thus far discussed are a statis- 
tical survey of world migrations, an inquiry into Canadian immigration laws, 
a study of the immigration problem in Argentina, and a study of personality 
and race differences. The members of this Committee are Miss Edith 
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VI. Committee on Survey of Social Science Agencies in the United States 


This Committee, of which Professor Horace Secrist is Chairman, plans 
a survey of the most significant social science agencies in the United 
States with a view of ascertaining types of available material for social 
research, and also for the purpose of scrutinizing and comparing the var 
ious types of method employed by these agencies. Such an inquiry would 
provide basic data of the most important nature and would lead to an in- 
tensive scrutiny of the problems of method in the field of social research. 
The Committee has formulated a plan of inquiry but thus far has not been 
able to obtain funds for the prosecution of the undertaking. 

Other significant actions of the Council are the vote to bring to the 
attention of the Association of American Universities the desirability of the 
general adoption, by universities granting the degree of Doctor of Phil 
osophy in the Social Sciences, of two measures calculated to render more 
easily available research work done in fulfillment of requirements for the doc 
torate, namely: (1) The maintenance, under suitable restrictions, of an in- 
ter-library loan file of doctoral dissertations in the social sciences; and (2) 
The annual publication of abstracts of doctoral dissertations accepted by 
the universities each academic year, each candidate to be required to sub 
mit, with his dissertation, an acceptable abstract of it. 

With respect to the following action of the Executive Committee of the 
American Economic Association, “To refer to the Social Science Research 
Council the question of the advisability of the American Economic Associa 
tion changing its status in the American Association for the Advancement 
of Science from that of ‘associated’ member to that of ‘affiliated’ member, 
and to ask the Council to consider the effect that the entrance of the Ameri 
can Economic Association into the American Association for the Advance 
ment of Science would have on the other constituent associations,” it was 
voted as follows: “It is believed that the constituent associations should 
act only in concert in dealing with the American Association for the Ad 
vancement of Science and that the relation of the social sciences to the 
American Association for the Advancement of Science should be made the 
matter of further study by the Social Science Research Council and its 
constituent members.” 

The Council voted, November 29, to request the constituent members 
of the Council not to fix a time and place of meeting in 1925 without first 
consulting the other constituent members. This request was made in the 
hope that it might be possible at intervals at any rate to arrange for meet 
ings of all the social sciences at the same time and place, and possibly for 
one or more joint sessions for consideration of common prablems in the field 
of social research. It is strongly hoped by the Council that it may be 
possible to bring this about. 

Respectfully submitted. 

Joun R. Commons, for the Representatives 
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REPORT OF THE REPRESENTATIVES OF THE AMERICAN 
STATISTICAL ASSOCIATION AND THE AMERICAN 
ECONOMIC ASSOCIATION ON THE JOINT 
CENSUS ADVISORY COMMITTEE ON 
FEDERAL STATISTICS 


The Joint Census Advisory Committee on Federal Statistics, consisting 
of three members representing the American Statistical Association and 
three representing the American Economic Association, desires to report the 
operations of the Joint Committee for the year 1924. 

(his Committee has now completed its fifth year of coéperation on th: 
part of the two Associations with the Federal Census Bureau. During the 
early period of its existence preparations were being made for the taking 
of the Fourteenth Census, followed by the multitude of problems which arose 
in the Bureau in connection with the tabulation and publication of the vast 
mass of material accumulated in connection with the decennial census. 
During the early life of the Committee meetings were frequently held to 
idvise the Director of the Census concerning these many problems, but 
with the completion of the census and the taking up of the more deliberate 
intercensal inquiries and the special tasks assigned to the Director, the 
need for frequent meetings decreased. During the past year but three 
meetings have been held: February 29 and March 1, June 27 and 28, and 
December 5 and 6. The three meetings, however, have been crowded with 
discussion of many matters upon which the Director desired the counsel of 
the Committee, and it is the belief of your representatives that the meetings 
held this year have been unusually profitable in furnishing practical assis 
tance to the Bureau on problems of administration, production and format. 

During the year 1924 the inquiries which have been in progress in the 
Bureau and the other lines of activity which have occupied some of the 
clerical force were as follows: Institutional population, vital statistics, 
comprising statistics of births and of deaths and also of marriage and 
divorce; certain special censuses of population requested ‘by a few towns 
and specially paid for by them; estimates of population; electrical indus 
tries; biennial census of manufactures; annual statistics of certain indus 
tries; current industrial and business statistics; wealth, public debt and 
taxation; financial statistics of state and city governments; census mono 
graphs; special information called for by other federal offices or by or 
ganizations and individuals; preparation for the census of agriculture in 
1925; and the maintenance of the mechanical laboratory. 

At the first session the Committee was able to give considerable assistance 
to the Director in shaping policies in connection with the report upon 
wealth, public debt and taxation. The second meeting was largely de 
voted to hearings and discussions relating to the approaching quinquennial 
census of agriculture. Representatives of the Department of Agriculture 
participated in these discussions, and it was the privilege of the Committee 
to aid in reducing the great number of questions which it was originally 
thought desirable to include in the schedule. The third meeting dealt 
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the practical difficulties in the way have been much larger than were an 
ticipated. It is, however, the intention of the Bureau to continue the 
publication of such monographs just as freely as resources permit. 

Your Committee desires to call the attention of the two Associations to 
the fact that the Bureau of the Census is essentially a publication office. 
The information which it secures by authority of Congress at great labor 
and expense stops short of having any value unless it can be transferred 
to the printed page and given to the public as finished pamphlets or volumes. 
Over-economy in reducing the printing appropriation, or the failure of the 
Department to allot a sufficient sum to the Burea™ from its lump appro 
priation, goes far toward nullifying the faithful and conscientious efforts 
of the Bureau in securing information. The Bureau, therefore, is in danger, 
if undue economy in connection with the printing appropriation is practised 
in the future, of proceeding with work which Congress has authorized and 
for which proper appropriations are provided up to the point where the 
information can become available, and at that point being rendered almost 
helpless in presenting the result of the inquiries carefully planned and 
properly provided for financially. Your Committee, with the approval 
of the Director of the Census, is submitting to the Secretary the resolution 
adopted at its last meeting, in the earnest hope that the influence of these 
two Associations will lead to more satisfactory conditions in connection with 
the allowance for printing. This, however, does not alter the fact that 
the Government Printing Office is so choked with orders for printing from 
Congress and the various departments of the government that it does not 
seem able to meet satisfactorily the needs of the Bureau in which these two 
Associations are especially interested. 

It is a pleasure to report to you that a subcommittee of the Joint Com 
mittee is taking up the task with the Director of the Census of securing a 
very adequate and effective revision of the mortality tables published an 
nually, which they believe will prove of great assistance not only to the 
Bureau in better presentation of facts but also in reducing the cost of pub 
lication. 

During the past year the Committee has made sixteen formal recommen 
dations to the Director, all of which have met with his hearty approval and 
have been utilized by him in the regular work of the Bureau or in shaping 
his policies. These recommendations are appended to this report. They 
do not include, however, the large number of informal suggestions and 
recommendations which have been made to the Director at the three meet 
ings which have (been held. 

In conclusion, the members of your Committee desire to express their 
appreciation of the skill and care with which the Director of the Census, the 
Honorable William M. Steuart, is conducting the office. It is a matter of 
pride to the Committee that they were to some degree instrumental in se 
curing the appointment of Mr. Steuart as one who had wide knowledge and 
experience in census work, and their early conviction has been justified by 
the unusual ability which he has shown in the conduct of his office. 

This Joint Committee, as the members of the two Associations will re 
member, is an outgrowth of that strong impulse for service which was mani 
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The Committee believes that the utility of the Survey of Current Business 


would be increased, while at the same time its cost, in the long run, would 
be decreased, by publishing it as follows: 

(1) A large volume, to be issued at, say, quinquennial intervals, in which 
the different series should be carried back, so far as possible, to 1913; 
(2) semi-annual numbers, in which the series should be continued from the 
last previous quinquennial issue; (3) monthly numbers, which should be 
continuations of the last previous semi-annual number. 

The Committee believes that the cutting down of the Bureau’s printing ap 
propriation has seriously hampered the work of the Bureau, and is likely 
to diminish its value. The Committee is in full sympathy with efforts to 
secure the utmost possible measure of economy in the operations of the 
Bureau of the Census. It has frequently advised reductions in the size or 
scope of census publications, and it has consistently urged the simplification 
of various inquir made by the Bureau. But the Committee does not 
believe that either economy or efficiency can be secured by cutting down any 
one class of expenditure, such as that for printing, so that it becomes the 
factor which determines and limits the general scope of the Bureau’s activ 
ities. Substantially all of the work of the Bureau of the Census has to be 
embodied, in its final form, in printed publications. A due proportion has 
to be maintained between printing costs and other outlays, otherwise much 
effort and expense must be wasted, and inquiries undertaken in compliance 
with law must be mutilated in such a way as to impair their value. 

The Committee heartily approves the proposed reduction in the amount of 
tabular matter to appear in the forthcoming Mortality Report to meet the 
situation created by the shortage of funds in the printing appropriation 
The opinion is again expressed that permanent radical changes in amount 
and form of statistics presented in the annual reports on births and deaths 
should be made without delay. To that end, the Committee directs the 
appointment of a subcommittee of three, to consist of Messrs. Willcox, 
Young, and Chaddock, to prepare for submission to the Director a state 
ment embodying proposed changes in this publication. 

The Committee empowers said subcommittee to accompany their report with 
such recommendations as they deem advisable, to be presented in the name 
of the entire Joint Committee. 

The said subcommittee is hereby further empowered to present to the Director, 
in the name and with the authority of the entire Joint Committee, such 
recommendations as they may decide upon concerning estimates of popula 
tion, after inspection of the memoranda and experimental tests made in 
accordance with the request of the entire Committee at this meeting 

The Committee is of the present opinion that the publication of estimates of 
population for counties and of rates based upon such estimates should be 
discontinued, but before making a final recommendation desires to be more 
cleariy informed respecting the possible reasons for continuing the publi 
cation of such estimates and rates. 

The Committee, being impressed with the importance of adequate compilations 
of statistics of misdemeanors and crimes, recommends that the Bureau of 
the Census take steps to canvass the field to ascertain what information is 
available and how the data may be best improved and _ utilized. 

In view of the existing exigency resulting from the curtailment of the Bureau’s 
allotment for printing, the Committee is of the opinion that the Bureau 
would not be justified in tabulating the special data which were included 
on the prison card at the request of the representatives of the American 
Prison Association so long as the expense of publishing the results can only 
be met by sacrificing or further curtailing some of the Bureau’s regular 
reports, which are required by law 

The Committee expresses the hope that despite the reduction in printing ap 

propriations, the publication of further monographs will not be halted 
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1925 


FIRST SERIES 


*Numbers starred are sold only with the set; the supply of those doubled starred 
is exhausted. For information apply to the Secretary. 
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4. 
5. 
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Volume I, 1886 


Price in paper 
Report of Organization of the American Economic Association. Pp. 46. $ .50 


**Relation of the Modern Municipality to the Gas Supply. By E. J. 
James. Pp. 66. 
Coéperation in a Western City. By Albert Shaw. Pp. 106. 
Codperation in New England. By E. W. Bemis. Pp. 136. 
**Relation of the State to Industrial Action. By H.C. Adams. Pp. 85. 


Volume II, 1887 


Three Phases of Codperation in the West. By Amos G. Warner. Pp. 119. 

Historical Sketch of the Finances of Pennsylvania. By T. K. Worthington. 
Pp. 106. 

The Railway Question. By Edmund J. James. Pp. 68. 

Early History of the English Woolen Industry. By W.J. Ashley. Pp. 85. 

Mediaeval Guilds of England. By E. R. A. Seligman. Pp. 113. 

Relation of Modern Municipalities to Quasi-Public Works. By H. C. 
Adams and others. Pp. 87. 
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1888 
1. Sta cs ( Sociology and Political Economy, 
F. H. Gidding Decisions, by E. J. James. Pp. 80. $ 
2. Capital and Its I Clark Pp. 69. 
; Ma Lal \. Walker; Mine Labor in the Hocking 
Valle th Second Annual Meeting. 
Pp. 86 
1-5. **Statist und nd Mavyo-Smith Pp. 127 
6 The Stabil ey tter Pp. 64 
1889 
1. Contributions t I Theory of Wages, by Stuart 
Wood: Pos w Wages, by J. B. Clark. Pp. 
69 
2 Socialism in Engla Pp 73 
3. Road Legislation tat By J. W. Jenks: Pp. 83. 
+ Third Annual Me I eedings Pp 123 
5. Malthus and Rica ‘ The Study of Statistics, by D. R. 


Dewey; 


An Honest De 


l The Industrial 


[wo Essays 
Pp. 150 
3-4 Papers on th 


Analy ) vy, by 


W. W. Folwell. Pp. 69. 


yllar irew Pp 50 
1890 
I } iro Ono. Pp. 122 
1 Ch yughvuy and Clare de Graffenried. 
e ( James and L. M. Haupt. Pp. 85. 


5. History of the New By J. C. Schwab. Pp. 108. 
6. The Educational \ ym} By S. N. Patten. Pp. 36. 
1-2 Fourth Annual } ers. Discussions 
3. Government Fore t, Bowers, and Fernow. Pp. 102. 
1-5. Municipal Owr S. By E. W. Bemis. Pp. 185 
6. State Railroad ¢ Pp. 110 
] *The Silver Situa By F. W. Taussig. Pp. 118. 
2-3. **Shifting and By E. R. A. Seligman. Pp. 424 
(Revised 
4-5. Sinking Funds Pp. 106 
6. The Reciprocity 1 i 854. By F. E. Haynes. Pp. 70. 
| 1893 
l. Fifth Annual Mee edings. Pp. 130 
2-3 Housing of the I By M. T. Reynolds. Pp. 132. 
4-5. Public Assistai By E. G. Balch. Pp. 180. 
6. First Stages t S. By William Hill. Pp. 162. 
RO4 
Sixt u Meet t Pp 73 
a.. me ve T Practice. By Edwin R. A. Selig- 
man Pp 
3. The Theory of Tra Cooley. Pp. 148. 
4. Sir William Petty n. Pp. 102. 
5-6 Papers on I ubor ( rk. C D. Wright, D. R. Dewey, 
A. T. Hadley » O4 
ROA 
Seventh Annual M Report Pp. 138. 
1-3. The Canadian |! i890. By R. M. Breckenridge. 
Pp. 478 
4. Poor Laws of Massa ! York. By John Cummings. Pp. 136. 
5-6 Letters of Ricard . 1823 Edited by J. H. Hollander. 
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Publications of the American Economic Association 


Volume XI, 1896 


1-3. Race Traits and Tendencies of the American Negro. By F. L. Hoffman 


Pp. 330. $1.25 
4. Appreciation and Interest. By Irving Fisher. Pp. 110. 75 
*General Index to Volumes I-XI (1886-1896). 25 


ECONOMIC STUDIES 
Price of the Economic Studies $2.50 per volume in paper. 


Volume I, 1896 


Eighth Annual Meeting: Handbook and Report. Pp. 178. 50 
1. The Theory of Economic Progress, by J. B. Clark; The Relation of Changes 
in the Volume of the Currency to Prosperity. By F. A. Walker. 

Pp. 46. ; 50 


2. The Adjustment of Wages to Efficiency. Three Papers: Gain Sharing, by 


H. R. Towne; The Premium Plan, by F. A. Halsey; A Piece-Rate 
System, by F. W. Taylor. Pp. 83. 50 


3. The Populist Movement. By Frank L. McVey. Pp. 81 50 


4. The Present Monetary Situation. By W. Lexis; translated by John Cum- 
mings. Pp. 72. ; 50 
5-6. The Street Railway Problem in Cleveland. By W. R. Hopkins. Pp. 94 75 


Volume II, 1897 


Ninth Annual Meeting: Handbook and Report. Pp. 162 50 

1. Economics and Jurisprudence. By Henry C. Adams. Pp. 48 50 

2. The Saloon Question in Chicago. By John E. George. Pp. 62 50 

3. The General Property Tax in California. By C. C. Plehn. Pp. §8 50 
4. Area and Population of the United States at the Eleventh Census. By W. F 

Willcox. Pp. 60. ; 50 


5. A Discussion Concerning the Currencies of the British Plantations in 
America, etc. By William Douglass. Edited by C. J. Bullock. Pp. 228. .50 
6. Density and Distribution of Population in the United States at the 


Eleventh Census. By W. F. Willcox. Pp. 79. 50 
Volume III, 1898 

Tenth Annual Meeting: Handbook and Report. Pp. 136. 50 

1. Government by Injunction. By William H. Dunbar. Pp. 44 50 

2. Economic Aspects of Railroad Receiverships. By H. H. Swain. Pp. 118. .50 

8. The Ohio Tax Inquisitor Law. By T. N. Carver. Pp. 50. 5 

4. The American Federation of Labor. By Morton A. Aldrich. Pp. 54. 50 

5. Housing of the Working People in Yonkers. By E. L. Bogart. Pp. 82 50 
6. The State Purchase of Railways in Switzerland. By Horace Michelie; 

translated by John Cummings. Pp. 72. 50 


Volume IV, 1899 


Eleventh Annual Meeting: Handbook and Report. Pp. 126. 50 
1. I. Economics and Politics. By A. T. Hadley. II. Report on Currency 
Reform. III. Report on the Twelfth Census. Pp. 70. 50 
2. Personal Competition. By Charles H. Cooley. Pp. 104. 50 
3. Economics as a School Study. By F. R. Clow. Pp. 72. 50 
4-5. The English Income Tax. By J. A. Hill. Pp. 162. 1.00 
6. Effects of Recent Changes in Monetary Standards upon the Distribution of 
Wealth. By F.S. Kinder. Pp. 91. 50 


NEW SERIES 


1. **The Cotton Industry. By M. B. Hammond. Pp. 382. (In cloth $2.00) 1.50 
2. Scope and Method of the Twelfth Census. Critical discussion by over 
twenty statistical experts. Pp. 625. (Jn cloth $2.50) 2.00 
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Economic Association 


SFE 


RIES 


ssued its publication in two series, viz 
New Series” of larger monographs 
reverted to the policy of issuing its 


OTE During 
bimonthly 


monographs, now ca the publications at quarterly intervals. 
Price 7 u x will be made to libraries on application 
e I. 1900 
1. Twelfth Annual } n Economic Theory and Political 
Morality I Public Finance; Consumers’ 
League; Tw $1.00 
2 The End of Villa l By T W Page Pp 99 Lo 
3. Essays in Colonia rs of the Association. Pp. 303. 1.50 
4. Currency and Bar e of Massachusetts Bay. By A. McF. 
Davis. Part 464 19 photogravure plates. (In 
cloth $2.0 1.75 
1901 
1. *Thirteenth Annu Competition; Commercial Educa 
tion; Econot Quasi-public Corporations; Muni 
cipal Account 1.25 
2. Currency and Ban ay Part II: Banking. Pp. 341. 
iS photogra h $2 ) 1.75 
; Theory of Valu ; By Hannah R. Sewall. Pp. 182. 1.00 
t Administration { S By F. R. Clow. Pp. 144. 1.00 
I, 1902 
I Fourteenth Anni n International Trade; Industrial 
I : Pub lariff; Negro Problem; Arbitration 
a r D Industry; Porto Rican Finance; 
Kc mic Hist 1.50 
2. **The Negro in A I Joseph A. Tillinghast. Pp. 240. 1.25 
$ Paxation New | M Robinson, Pp. 282 1.25 
4 Rent in Modern |] Alvin S. Johnson. Pp. 186. .75 
l Fifteent Annua 1 Discussions on Economics and 
Social Progr the Open Shop; Railway Regu 
latio I'he Rent; Oriental Currency Problem 
Pp. 298 ‘ 1.25 
2. Ethnic Factor By F. A. Bushee. Pp. 171. 1.00 
3. History of Contra lawaiian Islands. By Katherine Coman. 
Pp. 74 15 
4. *The Income Tax t f the United States. By Delos 
O. Kinsman 1.00 
1904 
Sixteenth Annual M i Proceedings published in two parts. 
1. Part I—Papers and Southern Agricultural and Industrial 
Problems; Soc I ) Law: Relations Between Rent 
and Intere st 1.00 
Southern Economic d from part I 50 
Relations Between est By Frank A. Fetter and others. 
Reprinted fro 50 
2. Part II1—Papers ar Management of the Surplus Re- 
serve; Theory Relation to Corporation Economics ; 
State Taxatior t erce; Trusts; Theory of Social 
Causation 1.00 
Theory of Social Cau H. Giddings and others. Reprinted 
from part II 50 
38. Monopolistic Comb rman Coal Industry. By Francis 
Walker. Pp. 34 1.25 
4 The Influence of F a mn Production and Labor. By Hadley 


Winfield Quainta 5 
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Publications ot the American Economic Association 


Volume VI, 1905 


Seventeenth Annual Meeting. Papers and Proceedings published in two 
viz., parts. 


phs 1. Part I—Papers and Discussions on the Doctrine of Free Trade; Theory of 
its Prices; Theory of Money; Open Shop or Closed Shop. Pp. 226. ~ $1.00 
als. 2. Part II—Papers and Discussions on Government Interference with In- 
ion dustrial Combinations; Regulation of Railway Rates; Taxation of Rail- 
ways; Preferential Tariffs and Reciprocity; Inclosure Movement: / 
Economic History of the United States. Pp. 270. 1.00 


3. **The History and Theory of Shipping Subsidies. By R. Meeker. Pp. 230. 1.00 
4. Factory Legislation in the State of New York. By F. R. Fairchild. Pp. 218. 1.00 


00 Volume VII, 1906 
OK 1. Eighteenth Annual Meeting: Papers and Discussions on The Love of 
50 Wealth and the Public Service; Theory of Distribution; Government 
Regulation of Railway Rates; Municipal Ownership; Labor Disputes; / 
The Economic Future of the Negro. Pp. 325. 1.00 | 
75 2. Railroad Rate Control. By H.S. Smalley. Pp. 147. 1.00 / 
8. On Collective Phenomena and the Scientific Value of Statistical Data 
By E. G. F. Gryzanovski. Pp. 48. 15 
Handbook of the Association, 1906. Pp. 48 25 
4. The Taxation of the Gross Receipts of Railways in Wisconsin. By G. E 
25 Snider. Pp. 138. c 1.00 
Volume VIII, 1907 
75 1. Nineteenth Annual Meeting: Papers and Discussions on Modern Stand- 
00 ards of Business Honor; Wages as Determined by Arbitration; Com- 
00 mercial Education; Money and Banking; Western Civilization and Birth : 
Rate; Economic History; Government Regulation of Insurance; Trusts : 
and Tariff; Child Labor. Pp. 268. 1.00 
2. Historical Sketch of the Finances and Financial Policy of Massachusetts 
from 1780 to 1905. By C. J. Bullock. Pp. 144 1.00 
Handbook of the Association, 1907. Pp. 50. 25 
50 8. The Labor Legislation of Connecticut. By Alba M. Edwards. Pp. 322 1.00 
25 4. The Growth of Large Fortunes. By G. P. Watkins. Pp. 170 1.00 
Volume IX, 1908 
: Handbook of the Association, 1908. Pp. 49 25 
1. Twentieth Annual Meeting: Papers and Discussions on Principles of 
Government Control of Business; Are Savings Income; Agricultural 
Economics; Money and Banking; Agreements in Political Economy ; | 
Labor Legislation; Relation of the Federal Treasury to the Money 
ss Market; Public Service Commissions. Pp. 311. 1.25 
2. Chicago Traction. By R. E. Heilman. Pp. 131. 1.00 
00 8. Factory Legislation of Rhode Island. By J. K. Towles. Pp. 119 1.00 
“ . **Progressive Taxation in Theory and Practice. Revised Edition. By 
15 E. R. A. Seligman. Pp. 334. (Jn cloth $1.75.) 1.25 
D0 Volume X, 1909 
i. Twenty-first Annual Meeting: Papers and Discussions on The Making of 
Economic Literature; Collective Bargaining; Round Table on Account 
ing; Labor Legislation; Employers’ Liability; Canadian Industrial 
Disputes Act; Modern Industry and Family Life; Agricultural Eco 
nomics; Transportation; Revision of the Tariff; A Central Bank; The 
0 National Monetary Commission; Capitalization of Public Service Cor 
0 0rations in Massachusetts. Pp. 432. 1.50 
2. Handbook of the Association, 1909. Pp. 59. 25 
0) 8. The Printers. By George E. Barnett. Pp. 379. (Jn cloth $2.00.) 1.50 
4. Life Insurance Reform in New York. By W. H. Price. Pp. 95 75 
Volume XI, 1910 
0 1. Twenty-second Annual Meeting: Papers and Discussions on History of the 
Association; Observation in Economics; Economic Dynamics; Theory 
0 of Wages; Country Life; Valuation of Public Service Corporations ; ‘ 
Trusts; Taxation. Pp. 386. 1.50 ’ 
is 2. Handbook of the Association, 1910. Pp. 79. 25 
. 8. The Child Labor Policy of New Jersey. By A. S. Field. Pp. 229. 1.25 
4. The American Silk Industry and The Tariff. By F. R. Mason. Pp. 178. 1.00 
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Publications ot the American Economic Association 


Volume VI, 1916 
The American Economie Review, **March, **June, September, and December; 


$1.25 
**Supplement.—Twenty-eighth Annual M 


of th the War on Fereign Te Trades B and the Increased 
Cost of Government; Econom War; Economic 


Volume VII, 1917 
The American Economie Review, March, June, September, and December; 


each, 1.25 
Annual Mee 

Papers and The Nai Point of View in Economics; 
Property; Two “Dimensions of Economic Productivity; Some 

Social Surveys in Iowa; The Land Problem and Rural Welfare; The 
Federal Farm Loan Act; Statisties of the Concentration of Wealth; 

Gold Supply at the Close of the War; Loans and Taxes in War Finance; 
—s of Population after the War; Some Phases of the Minimum 


275. 
to the Publications, 1886-1910. 


Volume VIII, 1918 
The sane Economic Review, March, June, September, and December; 


Supplement —Thirtcth Annual Meeting: 
Papers and Proccedings. Economic Reconstruction; Federal Taxes 


1.25 


reaus; Control of the Acquisition of Wealth; Motives in 
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